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COMPETITION IN TRUST ADVERTISING.... FINANCING RETAIL STORE ACCOUNTS 
SHOW WINDOWS FROM BROADWAY...CANADIAN NOTES...RECENT COURT DECISIONS 


Burroughs 
IT’S SURPRISING HOW MUCH EASIER 


TYPING IS WITH ELECTRIC CARRIAGE 
RETURN 


THIS ONE KEY returns the carriage to the starting position, 

or an intermediate point, and spaces to the next writing line. With 

these movements of the carriage controlled from the keyboard, the 
result is faster, easier typing. 





Burroughs Electric Carriage Typewriter saves the 
waste motions formerly required to push the car- 
riage back by hand. A built-in motor returns the 
carriage and spaces automatically to the next 
writing line. Shifting for capitals is also electric. 
The keyboard, the size, and the shape of this new 
typewriter are standard. There is no new typing 
touch to learn. Telephone the local Burroughs 


office for demonstration or descriptive folder. 


Typewriter Division * BURROUGHS ADDING MACHINE COMPANY ~° Detroit, Michigan 
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As One Wolf to Another 


Sirs: The October issue of The Burroughs Clearing House 
is one of your most interesting numbers. Especially good, and 
timely, is that excellent article by I. I. Sperling on ““There’s News 
in Your Bank,” which I heartily confirm with the statement, 
“There Sure Am!’ Not only in one’s own bank, but in other 
institutions, if tactfully brought to the attention of clients or 
readers by an alert public relations or publicity man or woman. 


Also in the issue is a contribution on ““The Sales Window,” by 
Marie L. Wolf, advertising manager of The United States National 
Bank of Denver, Colorado. It is a coincidence, isn’t it, that in 
another savings institution some 2,500 miles away, the writer with 
a similar surname is engaged in similar work. Miss Wolf of Denver 
tells of her work. Miss Wolf of New York would like to tell about 
her experiments in window display advertising.* 

Please forgive this lengthy intrusion, but that’s what you get 
for having the BCH carry stories that arouse a reader’s interest 
to a pitch that erupts in a contribution of this sort. 


FRANCEs I. Wo tr, Assistant Secretary, 
The Franklin Society, ; 
New York City 


*The remainder of Miss Wolf's letter, except for the closing paragraph, is pub- 
lished as an article under the heading, ‘‘Show Windows from Broadway,” on pages 
14 and 15 of this issue. 





Mortgage Loans for Banks 


Strs: Mortgage loans have proved to be safe investments for 
bank funds and must be made by banks in accordance with com- 
munity needs if banks are to justify their existence. Contrary to 
accepted belief, mortgages did not depreciate so much as other 
investment holdings of banks. 

Even had mortgage foreclosures reached the absurdly high 
rate of 15 per cent during the depression the ultimate loss to the 
lending institution after resale of foreclosed property would 
average down to no more than three-tenths of 1 per cent a year. 


Liquidity of banks making mortgage loans is assured by provi- 
sions of the Banking Act of 1935 which empowers banks to borrow 
against mortgages from the Federal Reserve. 


Banks as a whole can go a long way toward expanding mortgage 
loans and still be conservative. There are now about twenty-two 
billion dollars in savings deposits and they are steadily increasing. 
Moreover, banks have placed their present mortgages on an install- 
ment basis and have a steady stream of partial payments to 
reinvest. 

Except for mutual savings banks, American banks have only 
22 per cent of their savings deposits in mortgage loans. They could 
lend a billion dollars in 1936 and still have less than 30 per cent 
of their savings deposits in mortgage loans—only half the legal 
limitation. 

The outstanding mortgage loans of the nation are now reduced 
to the level of 1926. 

HuGu L. Crary, 


Vice-president and Vice-chairman of the Operating Committee, 
Bank of America N. T. & S. A 


’ P . 
San Francisco, California 


Closer to the People 


Stirs: We are anxious to let you and your associates know 
that the officers of this institution devote a great deal of their time 
to civic affairs. Our Board of Directors also wish you to know 
that they feel that a banking institution should show itself to 
be of a helpful nature in all affairs which tend to promote the wel- 
fare of the community and the people of that community of which 
it is a part. 

It is our belief that if more of this was done that banks would 
become closer to the people and would have a tendency to solidify 
confidence upon the part of the public in banking institutions. 

_As an example of this, I would like to cite our Mr. John J. 
Griffin’s schedule for the coming week: 


_ Thursday, October 10—An address at the Elk’s Club. Subject: 
United Charities Campaign. 


Saturday, October 12—An address dedicating the statue of 


Christopher Columbus. Columbus day is a legal holiday in 
Missouri. 
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Sunday, October 13—An address to be given at Milwood, 
Missouri. Subject: The Constitution of the United States. 
Wednesday, October 16—An address to the Cherokee Business 
Men’s Club. Subject: United Charities Campaign. 
Byron Moser, President, 
Mutual Bank and Trust Co., 
St. Louis, Mo. 
¢ ¢ 


Morris Plan Elects 


Strs: At our recent convention of the Morris Plan Bankers 
Association at Virginia Beach the following officers were elected 
for the coming year. 

President, Ralph W. Pitman. Mr. Pitman is executive vice- 
president of the Morris Plan Bank of Virginia, Richmond, Virginia, 
and president of the Morris Plan Company of Philadelphia, Phila- 
delphia, Penna. 

First Vice-president, Albert C. Armstrong. Mr. Armstrong is 
executive vice-president of the Duluth Morris Plan Company of 
Duluth, Minnesota. 

Second Vice-president, Frank L. Rawson. Mr. Rawson is presi- 
dent of the Portland Morris Plan Company of Portland, Maine. 
The writer continues as Executive Secretary and Treasurer. 

Josepu E. Brenig, Secretary, 
Morris Plan Bankers Association, Richmond, Va. 
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Close contact for nearly fifty years with the 


. banking problems involved in the production, 


transportation, and marketing of iron and steel has given 


the Central United National Bank a wealth of practical 


experience ...experience of 


depositors who deal with the important Cleveland sector 


of the iron and steel industry. 
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The Immediate Problem of the 
Employer Under the Social 
Security Act 

Sirs: H. W. Story, vice-president and 
general attorney of our company, delivered 
an address a few days ago before the Farm 
Equipment Institute at Chicago on the 
subject of ‘““The Immediate Problem of the 
Employer Under the Social Security Act.” 

I have just had a copy of this address 
mimeographed for the benefit of several 
of our officers, and since it is of such timely 
interest and since Mr. Story has taken such 
a sane viewpoint on this matter, I thought 
you would be interested in having a copy. 

Mr. Story has made a very close study 
of industrial legislation. For a number of 
years he served as Chairman of the Legis- 
lative Committee of the Milwaukee Associ- 
ation of Commerce, and for the past three 
years he has been retained as Advisor to 
the Industrial Commission of Wisconsin in 
relation to unemployment insurance. In 
this latter position he has been intimately 
in touch with the Wisconsin System to 
which he refers. 

A. K. Bircu, 

Manager, Publicity Department, 

Allis Chalmers Manufacturing Company. 
Milwaukee, Wisconsin 

Epriror’s Note: We would particularly call the 
attention of executive officers to Mr. Story’s address. 
A first-hand knowledge of social insurance has enabled 
him to discuss several points not covered in general 
reviews of the Social Security Act and to offer sugges- 
tions for consideration in framing state legislation. 


Copies may be obtained gratis from The Editor, The 
Burroughs Clearing House, Detroit, Michigan. 


o ¢@ 
Copies for Directors 

Strs: We would like to have you send 
your monthly magazine, The Burroughs 
Clearing House, to our directors each 
month. If there is any charge we will be 
glad to pay it. 

W. H. OBERHEIDE, Assistant Cashier, 

Farmers and Merchants Bank, 
Cape Girardeau, Mo. 


Copies for Insurance Men 

Sirs: I have read with interest the 
article on The Banking Act by Henry D. 
Ralph in the October issue. A group of 
twenty-five insurance men _ representing 
various companies operating in this city 
are meeting weekly for a & on modern 
economic problems. They requested me to 
see if I could obtain from you sufficient 
copies of the October issue so that each 
could have one. 


Lester H. Lipsy, 
Business and Estate Insurance Service, 
Massachusetts Mutual Life Insurance 
Company, 
Springfield, Massachusetts 


Copies for Friends 

Sirs: In the September issue of 7 he 
Burroughs Clearing House appeared an 
article entitled ““To Simplify Bank Exam- 
inations,” which was an interview with 
H. B. Wells. Mr. Wells was formerly bank 
supervisor of this department and we have 
frequent requests from his many friends 
for copies of this particular issue. We shall 
appreciate receiving as many copies as you 
can send us. 

F. M. Cari, Administrative Assistant, 
Department of Financial Institutions, 
STATE of INDIANA, 

Indianapolis, Indiana 
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Above: Robert V. Fleming, President of the Riggs National 
Bank of Washington,D.C. At right: Merle Thorpe, Editor of 
Nation’s Business and nationally known business commentator 


An interview with ROBERT V. FLEMING 





x by 
MERLE THORPE 


Editor of Nation’s Business 


Lheres No Mystery 
ln banking! 


Robert V. Fleming, new president of the American 
Bankers Association, outlines to Merle Thorpe 
the basic principles and functions of banking 


HE Editor of The Burroughs 

Clearing House asks me to tell its 

readers something about Robert 
V. Fleming, the new president of the 
American Bankers Association. It is 
seldom that I approach a “writing 
assignment” with as much pleasure. 
Not that it is easy, but Robert Fleming 
is a man of such varied accomplish- 
ments that a study of him intrigues 
greatly, although I have known him 
intimately for twenty years. 
_In the first place he is Great Excep- 
tion No. 1 of the theory advanced by 
the genial Ellis Parker Butler who, in 
his delightful book, “Gathering Goat 
Feathers,” proved that any man who 
took on too many outside pro-bono- 
publico interests would soon be with- 
out a business. As I meditate, I can 


think of no successful business man 
who has given himself so freely to 
civic, philanthropic and patriotic affairs 
as has Mr. Fleming. He is treasurer 
and life trustee of the Corcoran Gallery 
of Art, life trustee of the National 
Geographic Society, president and 
director of the Washington Board of 
Trade, treasurer and director of the 


Chamber of Commerce of the United 
States, treasurer of the National 
Symphony Orchestra Association of 
Washington, D. C., and vice-president 
and trustee of the Community Chest 
of Washington, trustee of the National 
Training School for Boys, trustee of 
the George Washington University, 
trustee of the Columbia Hospital of 
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Washington, Lieut. Commander of 
the United States Naval Reserves and 
member of the Chapter of Washington 
Cathedral. He is many other things 
along the same line, but this cannot be 
made a catalogue. It is certain that 
no public-spirited enterprise is launched 
in Washington without Bob Fleming’s 
name being immediately suggested, 
as it was in the case of the George 
Washington Bi-centennial Celebration, 
the Inaugural Parade, the President’s 
Unemployment Commission—and so 
on to the end of the chapter. 

At the same time, private business 
seeks him out. He is a director of the 
Potomac Electric Power Company, the 
Chesapeake and Potomac Telephone 
Company, the Metropolitan Life Insur- 
ance Company of New York, and the 
Acacia Mutual Life Insurance Com- 
pany. 

His main job is president of the 
Riggs National Bank, and anyone who 
has looked at the bank’s record, which 
is now 100 years old, especially during 
the years of the depression, will have 
to modify any opinions he may have 
obtained from reading “Goat Feathers.” 

Robert Fleming is a good banker 
because he thinks first in terms of his 
community. I have heard him say 
that a bank can prosper only as the 
business of the city prospers, and, he 
adds sententiously, the business of 
the city prospers only as community 
interests, civic, philanthropic and edu- 
cational, are promoted. Hence, it 
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seems that unconsciously he is work- 
ing for his bank when he is giving his 
various community enterprises the 
benefit of his trained mind and experi- 
ence. 

Nor is his service confined to local 
affairs. His reach is national. In my 
opinion no one in the country —and I 
choose my superlatives carefully —has 
borne the brunt of financial readjust- 
ment and legislation as has he, serving 
as he has as a member of the Executive 
Council of the American Bankers 
Association, as chairman of the Federal 
Legislative Council of the Association, 
as chairman of its Special Committee 
on Interest, and of its Special Com- 
mittee on Proposed Revisions of Bank- 
ing Laws. 


H* must be a good banker and a good 

organizer of the largest banking 
institution in Washington to carry on 
as he has. I should count him a good 
banker if I knew nothing about the 
record of his banking practices, be- 
cause he understands the fundamentals 
and is able to make them clear to a 
layman. 

When banks were under fire in the 
early days of the depression, criticism 
was severe, if you recall. Bank failures 
were prevalent and bankers were 
charged with lending too much money, 
but, in the same newspaper, someone 
else was criticizing them as being the 
chief devil of all the hoarders. It was 
then that I heard from Mr. Fleming 


his sound philosophy. He said, in 
effect, something like this: 

“It is plain that the first duty of a 
bank is to its depositors. The banker 
has at all times, good and bad times, 
to keep himself prepared to meet this 
first responsibility to his depositors. 
In using funds at his disposal; and 
extending credit, he always has to 
keep directly before him this responsi- 
bility. This is the way in which our 
banks maintain their great position in 
our economic life, and our social life, 
for that matter, as our greatest bul- 
wark of public confidence.” 

That seems to me fundamental and 
elementary in its simplicity. 

What he was saying is that the 
minute I step up to the cashier’s win- 
dow of a bank and am told that I 
can’t have back the money I deposited, 
that bank is through. And when a 
community is swept by widespread 
uneasiness as to all financial concerns, 
it is plain that the banks must watch 
their liquid position with great care. 

Mr. Fleming went to the heart of 
the matter when he went on to say that 
criticism against banks as to their 
lending policy is really criticism against 
the public state of mind. Banks are, 
and must be, sensitive to this state 
of mind. 

I do not know, of course, but my 
guess is that his administration of the 
great American Bankers Association 
will be marked by an effort to clear 
up the mystery of (See page 22) 
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Harris & Ewing 
WM. F. STEVENSON 
Member of the Board 





Harris & Ewing 


JOHN H. FAHEY 
Chairman of the Board 


HAT is the future of the Home 
Loan Bank System? Where is 
it headed? What is its stake 
today in the field of home financing? 

One of the important financial re- 
forms growing out of the depression, 
the system has been in operation for 
three years. It operates under the 
Federal Home Loan Bank Board and 
consists of the home loan banks 
proper, the Federal Savings & Loan 
System and the Federal Savings & 
Loan Insurance Corporation. 

Linked close to these organizations 
because it also operates directly under 
the Federal Home Loan Bank Board 
is the Home Owners Loan Corporation, 
an institution well known for its whole- 
sale refinancing of the mortgages of 
distressed home owners in the past 
two and one-half years. 

Because the HOLC has received so 
much public attention the other three 
agencies have developed almost un- 
noticed, but as the HOLC passes out 
of the picture as a lending agency the 


HENRY E. HOAGLAND 
Member of the Board 


FRED W. CATLETT 
Member of the Board 


Grady Photo 





Underwood & Underwood 
T. D. WEBB 
Vice-Chairman of the Board 


lhe HOME 
LLOAN BANK 
SYSTEM 


The Board is interested in 5 billions of home 
mortgages ... The system: 3,435 members 


by HENRY D. RALPH 


Washington Correspondent, The Burroughs Clearing House 


functioning of the Home Loan Bank 
System will become more apparent. 

So far the system has operated at a 
rather slow pace, due almost entirely 
to the small demand for home financ- 
ing, but when the expected building 
boom and revival in the real estate 
market arrives the system expects to 
to supply its share of money for new 
financing. It has three objectives: 
1. Expanding the use of long-term 
mortgages through its lending agencies. 
2. Making reserve credit available to 
lending institutions. 3. Insuring the 
safety of private savings in local home 
lending agencies. And if the boom 
later collapses the system expects to 
be able to show its greatest strength. 


Heading this program, and at the 
same time giving no small part of its 
time to operations of the HOLC, is the 
Federal Home Loan Bank Board of 
five members. These members are 
appointed by the President and con- 
firmed by the Senate. 


‘THE chairman, John H. Fahey, is a 

Boston newspaper publisher, was one 
of the organizers and a former president 
of the Chamber of Commerce of the 
United States, and is a member of the 
International American High Com- 
mission. The vice-chairman, T. D. 
Webb, is a former Nashville, Tennessee, 
banker and executive of the Southern 
Bell Telephone Company. William F. 
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FEDERAL HOME LOAN BANK BOARD 


Washington, D. C. Five Members 



































HOME OWNERS LOAN 
CORPORATION 


Washington, D. C. 


Management: General Manager. 2,253 
employees. FHLB Board sits as 
Directors. 


FEDERAL HOME LOAN 
BANK SYSTEM 


Washington, D. C. 


Management: Governor. President's 
Council. Advisory Council. 230 
Employees. 








FEDERAL SAVINGS & LOAN 
SYSTEM 
Washington, D. C. 
Management: General Manager, and 


staff of 61 in Washington and field 
working through Home Loan Banks 





FEDERAL SAVINGS & LOAN 
INSURANCE CORPORATION 


Washington, D. C. 


Management: General Manager and 
staff of 11. FHLB Board sits as 
































Directors and a staff of employees. 
No government employees.) 
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HOME LOAN BAI : MEMBER INSTITUTIONS MEMBER INSTITUTIONS 
REGIONAL OFFICES one ‘ 
an ; Boston Chicago - New Federal Savings & Loan . 

Boston Cincinnati New York Des Moines ' Associations, (Assets rong & Loan ‘“ 
New York Chicago Pittsburgh Little Rock [7° 7° Co" eo" -= $37,876,366,) WP Peemesessesse ment’ en 
Baltimore Omaha Winston-Salem Topeka Converted to Federal Savings = Aesatiant — 8s 
Atlanta Dallas Cincinnati Portland & Loan Associations from oT 
Memphis San Fran Indianapolis Los Angeles State-Chartered associations Total 1,034 
Detroit cisco (Assets $384,184,934) 372 
Total Personnel: 4,480 employees Personnel: Each has a President, 12 Total 
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EXTENT OF ACTIVITY 










































































Insured A its: 850,000 
OTHER OFFICES EXTENT OF ACTIVITY Coeeae 
A . MEMBER INSTITUTIONS Home Mortgages Held: 150,000 
utonomous State Offices 52 
Value of Mortgages: $300,000,000 
oe eee ” Federal Savings & Loan Individual Investors: 600,000 
Associations 949 : . 
Total P is 13,368 opt State-Charterd Associations 2,399 
Homestead Associations 16 
Co-operative Banks 59 
Savings Banks 9 
Insurance Companies 3 
EXTENT OF ACTIVITY Total 3,435 
Home Mortgages Held: 1,000,000 TOTAL PERSONNEL 
Investment in 20,377 
Mortgages $3,000,000,000 
EXTENT OF ACTIVITY (government employees only) 
Home Mortgages 
Held: $2,093,000,000 
Individual Investors: 4,250,000 
Stevenson was for many years a_ its loans and repairing, renting and abandoning their property to the 


member of Congress from South Caro- 
lina, serving on the banking and cur- 
rency committee, and an official of the 
Seaboard Airline Railway. Dr. Henry 
E. Hoagland is a former professor of 
economics and business at Ohio State 
University, and was advisor to the 
Ohio legislature during revision of the 
building and loan code of that state. 
Fred W. Catlett is a Seattle, Washing- 
ton, lawyer and the son of an Ohio 
building and loan executive. As re- 
quired by law, the board is bi-partisan, 
Messrs. Fahey, Webb and Stevenson 
being Democrats, and Messrs. Catlett 
and Hoagland being Republicans. 

The board assumed direction of the 
Home Owners Loan Corporation when 
it was created June 13, 1933, with an 
authorized lending limit of $3,000,- 
000,000, subsequently raised to $4,750,- 
000,000. For a year and a half it 
financed mortgages at a tremendous 
rate, but now is engaged only in pass- 
ing on applications already on file, 
which must be completed by June 13, 
1936. By that date the HOLC will 
hold mortgages on about one million 
homes and will have loaned about 
$3,250,000,000. It then ceases to be a 
financing agency and will devote its 
attention to servicing and collecting 


selling the homes it takes over on fore- 
closure. It now is denying about two- 
thirds of the applications, and thou- 
sands of home owners have recently 
withdrawn their applications, indicat- 
ing that they have been able to make 
other arrangements. 


At present there are $2,744,293,875 
HOLC bonds outstanding, of which 

$2,392,621,800 were exchanged for 
mortgages, $316,223,000 were sold in 
the open market for cash, and the 
remainder assigned to the Federal 
Savings & Loan Insurance Corpora- 
tion. In addition, the United States 
Treasury purchased $200,000,000 of 
stock to provide initial cash capital. 

Collections are being made at the 
rate of about $677,000 per day, and 
repayments of principal are used to 
retire the bonds. About 2,000 home 
owners have already paid off their 
mortgages in full. 

On the other hand, some collections 
are very slow. Some property owners 
feel that loans by the government do 
not need to be repaid or that political 
influence will relieve them of their 
obligations. Others are unable to 
make payments although willing to 
do so and a considerable number are 


HOLC or consenting to foreclosure 
action. 

Here is the way the corporation’s 
accounts stood on September 30: 
Payments on interest and matured 
principal due that day, $232,335,088; 
amount paid $152,203,582; unpaid 
and overdue one day or more $80, 131,- 
506; overdue ninety days or more, 
$50,034,000, or 22 per cent of the gross 
due on that day, of which $23,472,000 
was principal and $26,562,000 was 
interest. HOLC officials say this 
record does not compare unfavorably 
with the showing of private finance 
companies. The HOLC does not list 
a loan as delinquent until it is ninety 
days overdue. 

Where the default is deliberate the 
HOLC brings foreclosure proceedings. 
but to date it has not brought pro- 
ceedings against delinquent home 
owners who express willingness to 
make payments but are unable to do 
so. On October 15, the HOLC had 
2,105 foreclosure actions pending or 
completed, of which 441 were listed as 
obstinate refusals, 211 due to deaths, 
and the balance to miscellaneous 
causes. On that date the corporation 


had acquired 361 houses, 256 by fore- 
closure and 105 by voluntary deed. 
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New foreclosure cases are being au- 
thorized at the rate of about 140 per 
week, and it was anticipated that 
action would have been brought 
against between 4,000 and 5,000 before 
the end of the year. 

These foreclosures are creating a 
serious problem. The HOLC will sell 
the houses where it can, but it does 
not want to take losses nor does it 
want to depress the local real estate 
market by dumping property at low 
prices, so the properties must be held, 
repaired and rented until such time as 
they can be sold. To handle this work 
a management division has been set up, 
and the plan is to appoint local real 
estate firms as sales brokers and 
management brokers, working on com- 
mission, to sell and rent its properties. 

When the lending activities were at 
their height, the state offices of the 
HOLC were its most important aspect, 
as each passed on loan applications. 
Now the eleven regional offices are of 
greater importance, for they handle 
the servicing of loans, mailing bills, 
the accounting, seeing that taxes and 
insurance are paid, and bringing fore- 
closures against delinquents. Local 
contact is supplied by the state offices 
and sub-offices, and the character of 
these will gradually change from 
appraising to collecting agencies. 


HERE is considerable agitation for 

the HOLC to sell its mortgages to 
private investors, but an act of 
Congress would be required to permit 
this. The corporation is fearful that 
this might drain it of its good paper 
and leave it with only sour mortgages, 
but advocates of the plan consider it 
the best way to liquidate the cor- 
poration, convince home owners that 
their mortgages are commercial debts, 
and p.event future political pressure 
from modifying the mortgages. 

The HOLC has been a powerful 
factor in popularizing the long-term, 
self-amortizing mortgage as a substi- 
tute for the short-term mortgage. This 
is also one of the objectives of the home 
loan banks. 

The Federal Home Loan Bank 
System is an attempt to do for home 
lending institutions what the Federal 
Reserve System does for commercial 
banks, to provide a mutual pool of 
credit on which these agencies can 
draw when in need of cash or additional 
credit. It was created during the 
Hoover administration, July 22, 1932. 

At the top is the Federal Home 
Loan Bank Board, sitting in Washing- 
ton and exercising supervision and 
regulation over the regional home loan 
banks. There are twelve of these 
Federal Home Loan banks, each 
serving a group of states, but the dis- 
tricts do not coincide with the Federal 
Reserve Districts. The banks are 
located in Boston, Mass.; New York, 





or 


tn 





The first dividend from the government’s investment in the home loan banks was received October 
23, 1934. It was presented to President Roosevelt by H.S. Kissell, Chairman of the Cincinnati bank 


N. Y.; Pittsburgh, Pa.; Winston- 
Salem, N. C.; Cincinnati, Ohio; Indian- 
apolis, Ind.; Chicago, Ill.; Des Moines, 
Iowa; Little Rock, Ark.; Topeka, 
Kans.; Portland, Ore.; and _ Los 
Angeles, Cal. 

These banks have no dealings with 
the public but only with their member 
institutions. There are at present 
3,435 home lending institutions in the 
Home Loan Bank System, each a 
member of the bank in the district 
where it is located. The members of 
the system represent 45.09 per cent of 
the assets of all institutions of this 
type in the United States. Institutions 
eligible for membership are building 
and loan associations, savings and loan 
associations, co-operative banks, home- 
stead associations, insurance com- 
panies, savings banks, and _ similar 
home financing institutions. Such 
institutions must be subject to inspec- 
tion and regulation by the state in 
which they are located or by the 
Home Loan Bank Board. 

All member institutions must be 
engaged in the business of making 
long-term loans on residences, and the 
total amounts paid by the home 
owner for interest, commission, and 
other charges may not exceed the 
maximum legal rate of interest allowed 
by the state law, and in any event may 
not be more than 8 per cent, but there 
are no other restrictions on the loans 
of a member institution. 

A member institution must sub- 
scribe to the stock of the regional 
home loan bank which it joins in an 
amount equal to 1 per cent of the total 
unpaid principal of its home mortgage 
loans, and periodic adjustments are 
made to maintain a stock ownership 
of at least this amount. This stock 


is non-assessable and pays dividends 
when earned. 


HE chief advantage of membership 

in the Federal Home Loan Bank 
System is that a member institution 
may borrow funds from its regional 
home loan bank. Short-term loans 
may be obtained for thirty days on the 
unsecured notes of a member institu- 
tion, and members whose creditor 
liabilities do not exceed 5 per cent of 
their net assets may borrow for one 
year on unsecured notes. Long-term 
loans are usually made for a period of 
ten years and are amortized on a 
quarterly basis. They are secured by 
the note of the borrowing institution, 
by the member’s stock in the home 
loan bank, and by deposit and assign- 
ment of home-mortgaging collateral. 
The banks make these loans on the 
basis of the member’s need and ability 
to repay. Present regulations require 
that the interest charged members by 
the banks may not be less than 3 per 
cent nor more than 5 per cent, and a 
recent drop in the rate to 3 per cent 
by several banks resulted in a huge 
increase in borrowings. 

The home loan banks are private 
institutions, although closely super- 
vised by the Home Loan Bank Board. 
They pay their own operating ex- 
penses, contribute to the support of 
the board, and all but one of the 
twelve banks are now paying dividends 
of from one-half of 1 per cent to 2 per 
cent on their stock, both that owned 
by the government and that owned by 
member institutions. Each bank has 
twelve directors, four appointed by 
the board to represent the public and 
serving for four years each, and the 
other eight, serving two (See page 24) 








RISING TIDE 
OF GIFTS 


PORRED on by increasing estate and inheritance 

taxes, people of wealth are making substan- 
tial gifts in order to transfer assets from the highest 
tax brackets to which their estates are subject into 
the lowest brackets of the gift tax. 


While newspaper reports have been concerned 
with gifts made by the Mellons, Rockefellers and 
others possessed of great fortunes, people of mod- 
erate wealth have proportionately just as much 
to gain from making such gifts as have the im- 
mensely wealthy. 


For example, a man worth $240,000 will find 
that che top $100,000 of his wealth is subject to 
17% estate tax. He can give away $50,000 before 
January 1, 1936 and will incur no gift tax what- 

_ soever and will save his family $8,500 in estate 
and inheritance taxes. Or he can divide $100,000 
among three beneficiares and save his estate 
$17,000 in axes and the cost to him in gift taxes 
will be only $600, 


Such gifts can be made outright or in the form 
of an irrevocable trusc. The latter arrangement 
keeps the principal beyond the reach of the ben- 
eficiary and has substantial tax advantages in case 
of the beneficiary's death. An outright gift is for- 
ever placed beyond the donor's control, while a 
gift in trust is controlled by the terms of the crust. 
Management, control and tax advantages com- * 
bine to make an irrevocable truse preferable to 
an outright gift. 


But three months remain before the new gift 
tax caxes take effect. People contemplating irrevo- 
cable crusts or outright gifts will find it costly to 
wait until after January 1, 1936 cw take action. 


ST. LOUIS UNION 
TRUST COMPANY 


} Trust Service Exclusively 
‘ Broadway and Locust 





A timely newspaper advertisement 


OW competitive should trust 
advertising be? The question is 
asked rather frequently, and the 

answer is usually on the side of a 
minimum of competitive flavor in copy 
and approach. Even more conclusive 
of the composite answer is the gener- 
ality of most trust advertising, which 
devotes itself chiefly to selling the idea 
of corporate trusteeship and satisfies 
itself on the competitive side with a 
mild statement intended to reassure 
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COMPETITION /7 
Lrust Advertsing 


To what extent should trust advertising be 
educational ? Competitive ? Your answer 
may point the way to new trust business 


by 
TOWNER PHELAN 


Assistant Vice-president, St. Louis Union Trust Company, 
St. Louis, Missouri 


the prospective trust donor that the 
institution signed below measures up 
among sound trust companies and 
banks. 

It seems to us that the question of 
competitive flavor in trust advertising 
must be answered from two stand- 
points.. Each of them can be well 
set up in Yankee fashion by asking 
questions in return. First, how thor- 
oughly established is the trust business 
as an industry? Second, what is the 
prevailing local situation among trust 
companies and their advertising? Sup- 
pose we look over these two aspects 
in order. 


As a new service or product is first 

offered to the public, the advertising 
must of necessity be educational. For 
instance, fifteen years ago the adver- 
tising of electric refrigerators neces- 
sarily stressed the generic advantages 
of this method over using ice. It was, 
if you please, competitive with another 
approach to the same economic good; 
but all of the electric refrigerator 
makers spent their money pounding 
home to the public that with an electric 
box you did not have the ice man 
dripping his way across your kitchen 
floor, that you always could depend 
on a low, even temperature in an 
electric, that electricity cost less than 
ice, that the food spoilage was elimi- 
nated, and so on; you recall these 
arguments just as well as I do. Farther 
back, the automobile makers urged 
you to purchase because thus you 
might enjoy the lure of the open road. 
At the present time, all or most makers 
of air conditioning for home and busi- 


ness use are bearing down on the 
advantages of air conditioning, rather 
than on the merits of their individual 
brands of equipment. 

No longer are the electric refrigerator 
people putting their primary emphasis 
on their service. They are talking 
about their own brands and why they 
are better. One kind boasts that no 
owner ever spent a dollar on service’ 
in the first so-many years of his owner- 
ship. Another bears down on turning 
a button which speeds up freezing so 
that you get ice in half the time. And 
so on, with as many variants as there 
are brands of electric refrigeration. 

Frankly, what would you think of 
an automobile manufacturer who spent 
his money and your time to tell you 
that the Hoozis Eight will permit you 
to see the country? You know per- 
fectly well that with a Hoozis Eight, 
or a Whatsis Six, or even a Thatsis 
Four, you can tour the United States, 
Canada, and Mexico, and probably 
never have any trouble in your first 
ten thousand miles. What you want 
to know —and what Mr. Hoozis hastens 
to tell you—is that the Hoozis is the 
best eight in the thousand dollar class, 


‘that it rides like a summer’s breeze, 


that it gives thirty-two miles to the 
gallon, that it has double-ended, six- 
point suspension which insures long 
life to the motor, and furthermore that 
Hoozis body design has been so far 
ahead of the parade at all times that 
you can be sure the Hoozis you buy 
this year will not look out of style in 
1939. 

My point —if it has not been made 
clear by these illustration —is that 
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In its newspaper advertising the St. Louis Union Trust Company 
seeks to establish two points, one non-competitive, one competitive: 
1. That trust service is worthwhile and sound. 2. That the St. Louis 
Union Trust Company is synonymous with the best in trust service 


before a product gets established, the 
fellow who has it for sale must neces- 
sarily, and does rightly, spend his 
advertising dollars principally to con- 
vince you that you really want his 
class of product, of service, of what- 
ever the case may be; that it is really 
feasible, and that you won’t be happy 
until you get it. But, once he and his 
competitors have sold this idea to the 
public, it becomes better business to 
start bearing down on the advantages 
of doing business with him instead of 
with these aforesaid competitors. All 
this, let me hasten to disclaim, is no 
startlingly new theory of advertising 
incubated in one resourceful brain. 
It is part of the a-b-c of advertising, 
just as it is an a-b-c of bank auditing 
that you need a control on everything 
lest something get away. 


T boils down, therefore, to how firmly 

the idea of corporate trusteeship 
has been established in the minds of 
those individuals with enough property 
0 set up worthwhile trusts or leave 
estates under will adequate to employ 
trust services efficiently. Until you 
and we and the other fellow have 
answered each to his own satisfaction 
this question for the community in 
which he operates, the advertising 
policy of the trust company or depart- 
ment will be sound only by sheer 
good fortune. It is entirely conceiv- 
able that in one community, where 
trust companies and banks have been 
rendering satisfactory services for many 
years, where wealth is fairly stable, 
and where the advertising and solicita- 
tion job has been thoroughly done, the 


people who have 
what it takes to 
make trust busi- 
ness are com- 
pletely sold on 
corporate trus- 
teeship. It is 
entirely conceiv- 
able that in 
another district, 
where trust serv- 
ice is compara- 
tively new, or 
where new for- 
tunes have been 
springing into 
existence in the 
past ten years, 
or where trust 
companies have 
been content to 
accept the busi- 
ness which comes in the door rather 
than go out and dig for it, the pro- 
motional, educational job remains to 
be done. And there are many com- 
munities where the situation is a com- 
pound of various selections of these 
conditions. The question of educa- 
tional versus competitive advertising 
cannot, in the trust field, be settled 
once and for all by a single set of 
dogmatic assertions. 

If it were possible to settle all of 
these points by one set of categorical 
answers, it would be a big help. 
Unfortunately, there is no chance of 
so settling them, for the situation 
differs too widely from place to place 
and from time to time. It is about 
enough to say that in no place, so far 
as we know, has the public ever been 








so well sold on trust service that it 
does not need a good deal of continu- 


ing sales effort on this point. Trust 
service has never reached the stage of 
public acceptance where everybody 
who should know about its utility does 
know—as is true of automobiles, 
radios, electric refrigerators, and so on. 
One may reasonably doubt whether it 
will ever reach this point of develop- 
ment in the public mind, for inherently 
it is not too simple, nor are all people 
interested enough to expose them- 
selves to the knowledge. 

Even when the question is settled of 
just how much educational and how 
much competitive advertising is re- 
quired by the particular conditions 
prevailing in the respects already dis- 
cussed, this by no means solves the 
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equation. ‘lo be sure, once these facts 
have been covered and disposed of, 
definite progress has been made toward 
sound decision on trust advertising 
policies. But one other set of circum- 
stances sometimes varies even more 
radically in individual communities, 
and therefore may take precedence 
over the considerations above. 


‘THis situation which may assume 

primary importance has its roots in 
the advertising policies of the other 
local trust institutions in the com- 
munity as well. Do the others advertise 
educationally, depending on their rela- 
tive standing in the community to 
bring them a fair share of the business? 
Do they advertise competitively? Or 
—and this is often the crux of it —do 
they advertise adequately or even 
advertise at all? 

But before going on to that point, 
suppose we pause for a few sentences 
to consider the element of the times. 
Back in 1929 we in our institution 
assumed as one of the basic facts of 
life that the public had almost com- 
plete confidence in our institution. In 
1932 and 1933 confidence in all financial 
institutions was sadly shaken. Also, 
the resources of those people with 
sufficient means to be trust prospects 
were greatly impaired. Consequently 

we can no longer assume that we are 
' the recipients of public confidence. 
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“ST. LOUIS UNION 
“TRUST COMPANY 








An effective use of the ‘‘news approach”’ is 
apparent in many of the newspaper advertise- 
ments of the St. Louis Union Trust Company 
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but must work to win it back, by our 
advertising as well as in every other 
way. The best way to do this is to 
give facts about our institution so 
solid and individual that everybody 
must be influenced toward trusting us 
implicitly — which is how we believe we 
deserve to be trusted. Likewise, with 
a smaller potential field of prospects 
to draw business from, we must in 
self-preservation put forth more par- 
licularized efforts to build among these 
fewer prospects a more concrete faith 
in St. Louis Union Trust Company. 
Since this difference of general condi- 
tions and the times affects all sound 
institutions in the same way, it seems 
Lo us that here is one specific fact which 
can be thrown out as a solid principle 
affecting all trust advertising in these 
years. Unlike the other points dis- 
cussed in this article, this one is not 
a variable point. 

Now we return to the volume of trust 
advertising generated by all of the 
trust institutions in a community. 
Let us suppose there is very little 
trust advertising in your city, and that 
your institution is doing most of what 
is being done. If, then, you spend 
your money chiefly to advertise the 
advantages of corporate fiduciaries, 
are you being fair to your stockholders? 
Why spend their advertising dollars 
to hold an umbrella over all trust 
institutions with which you are in 
competition? If only one institution 
is doing the local advertising job, it 
seems only fair to do this in such 
manner as to build confidence particu- 
larly in itself, to instill in the public 
mind the conviction that it is worthy 
of the confidence implicit in turning 
over a lifetime’s accumulations for 
handling twenty or thirty years after 
the trust donor’s death, to make this 
institution stand out as the one the 
man or woman thinks of instinctively 
in connection with trust service. 

The point is, of course, that trust 
advertising must necessarily have dual 
objectives: 1. To sell the idea of trust 
service and what it can accomplish; 
2. To sell confidence in the institution, 
to convince the public that the institu- 
tion deserves the confidence which the 
trust donor must necessarily have. 
Nor is it enough to build this dual 
confidence and knowledge in the people 
who thhave enough means to make 
them possible prospects. We see it 
as important that we should build 
this confidence in everyone in the 
community who is sufficiently literate 
in economics to understand what it is 
all about. Confidence is not an 
intellectual attribute, it is based on 
mass emotion. Unless his wife and 
his children and his friends and his 
stenographer think well of trust serv- 
ice in general and of an institution in 
particular, it is questionable whether 
the well-to-do man who is the ideal 


trust prospect will either avail himself 
of corporate trusteeship or, if he does, 
will go to the institution in which you 
or we are especially interested. 

Recently we have been discussing 
with trust institutions in various com- 
munities, as opportunity has offered, 
the question of how much emphasis 
on the trust idea and how much 
emphasis on the particular trust institu- 
tion is indicated under any given set of 
circumstances. In general, the adver- 
tising of other local companies or banks 
seems to have been taken into con- 
sideration as only an incidental factor. 
Yet we find some alert, aggressive 
advertisers who are keenly aware of 
the problem, and are shaping their 
own programs accordingly. 


BEFORE going into the reactions 
which have been disclosed by this 
informal investigation, we had best 
take up just what kind of competitive 
advertising is possible in this field. 
One advertiser who was early in the 
field and who has a record of achieve- 
ment which stands out in this country, 
holds firmly to a rule that no advertise- 
ment of his company shall reflect, 
even in the mildest manner, upon any 
single class of trustees, or upon any 
individual or institution. This rule 
means that no reflection is permitted 
even by inference. The explanation of 
the rule is that a single individual 
annoyed by an advertisement, even 
without justification, may cost the 
advertiser a valuable piece of business. 
For example, assume an advertisement 
pointing out what every trust man 
knows, that individual trustees some- 
times manage estates with less than 
consummate skill, and that individual 
trustees have been known to lose the 
assets of a trust and turn up insolvent 
by the time the loss comes to light. 
Such an advertisement, declares this 
advertiser, may conceivably alienate 
some wealthy man of integrity who is 
trustee of $10,000 under the will of 
his Aunt Sarah, and he may therefore 
switch his own will to another institu- 
tion. Ergo, no imputation of incom- 
petence or dishonesty to a single 
individual trustee is permitted in its 
advertising. This is unquestionably 
an extreme view, though one must 
admit that the institution where the 
rule prevails has an enviable record. 
Our own feeling is that it is bad 
advertising both for us and for rival 
institutions to suggest that the other 
fellow may be careless, incompetent, 
dishonest. Our idea of permissible 
competitive advertising is copy which 
tells in factual terms how fine a service 
we render, and backs it up. Instances 
are: the number of people we have in 


investment and statistical work; our 
tax department; the fact that we en- 
gage in “‘trust service exclusively”’; the 
fact that our volume of trust (See page 2!) 
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Unless regulations go into detail there 
can be no clear-cut decisions 
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lhe New 
FDIC 


EGULATIONS 


Some suggestions that may prove help- 
ful in tabulating deposits and listing 


deductions under the new requirements 


by 
R. H. BRUNKHORST 


Comptroller, Harris Trust & Savings Bank, 
Chicago, Illinois 


ONSIDERABLE confusion and 
C turmoil have been thrown into 

the ranks of the bankers by their 
preparations, or anticipations, for re- 
porting to the Federal Deposit Insur- 
ance Corporation under the new regula- 
tions. Admittedly, the regulations do 
set up in rather minute detail just 
what a member bank must include as 
deposits, just what it may include as 
deductions from the total on which it 
is required to pay one-twelfth of 1 per 
cent premium to the FDIC. It looks 
pretty complicated, and if a bank 
undertakes to follow out each regula- 
tion in detail the consequence is bound 
to be a lot of added work for somebody. 
In a small institution this would 
probably fall upon the active officers 
and employees, with serious conse- 
quences to their day’s routine. In a 
large bank, it would probably mean a 
material increase in clerks to handle 
the indicated records. 

Please do not consider this a reflec- 
tion on, or a criticism of, the FDIC 
regulations. If I were responsible for 
setting up such regulations, it seems 
probable that I would have turned 
out something just as detailed and 
particularized, something just as formi- 
dable. In fact, there was practically 
no other way to do it, for unless the 
regulations go into the utmost detail 


as to what is defined as a deposit, and 
on the other hand just exactly what is 
not a deposit in the meaning of the 
act, then there can be no clear-cul 
understanding among insured banks, 
and no clear-cut decisions from FDIC 
authorities when a debatable point 
arises. Perhaps I am trying to say 
that the more detail the regulations go 
into, the fewer the number of questions 
which can subsequently arise. 


HAT, then, are bankers to do about 

this new set of regulations with 
which they must conform if they come in 
under the deposit insurance plan? Are 
they to accept it as a heavy burden of 
labor upon themselves or a heavy 
addition to their clerical pay roll? 
Every indication is that this is exactly 
what most bankers now propose doing. 
The air is filled with their lamentations, 
with their plans for keeping track of 
this and that in such manner that it 
can be substantiated if and whea 
FDIC examiners visit them. And 
the mails are filled with circular letters 
from city banks setting forth the addi- 
tional detail which they are going to 
put on their monthly statements to 
correspondents, or on daily transcripts 
or advices. We have received a large 
volume of such circular letters from 
big city banks where we maintain 
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All the items described must be included regardless of whether they are secured or unsecured or represent private, 
public, government, or postal savings deposits 


balances. To each we have sent about 
the same letter. This reads: 

“We have your circular letter of 
October Ist in connection with the un- 
collected items for the Federal Deposit 
Insurance Corporation report. If it 
will be of any advantage to you, you 
need not show the availability on our 

advices of credit.” 


‘THis is not because we are setting 

up an elaborate system for keeping 
track of availability and other factors 
indicating whether or not an item is 
deductible under the regulations of 
the FDIC. But before going into a 
description of just how we intend 
handling this, let me tell you of a 
caller I had yesterday. 

He is a downstate banker who main- 
tains a desirable balance with us and 
sends a lot of transit items through us. 
He sank down into my guest chair 
and said, “Are you going to give us 
statements showing the availability of 
our items, so we can put them on the 
FDIC report?” 

Instead of answering him I asked 
him a question: “How much do your 
cash letters to us average daily?” 

Well, we sat there and figured on 
my scratch pad. There is no need to 
go into the averages, or-into our esti- 
mates of the float involved. Suffice it 
that when we had figured for two 
minutes or less, our computations dis- 
closed that the total insurance pre- 
mium involved in his float would be 
approximately $4.63 per annum. 

I did not have to answer his ques- 
tion. He answered it for himself. 


“For the love of Mike,” he exclaimed 
with temporary loss of that dignity 
which he customarily wears as leading 
citizen of his home town, “‘if that’s all 
it amounts to, I certainly don’t intend 
it, and there’s no 


to bother with 


sense 
either.” 
That is the reason why we do not 
intend to worry unduly about the float 
on our own cash letters to our cor- 
respondents in New York, in San 
Francisco, and elsewhere. We can— 
and as you will presently see, we intend 
to —easily take care of the float so far 
as it is covered on the table of avail- 
ability dates furnished by our own 
district Federal Reserve Bank, and we 
must add outstanding drafts on cor- 
respondent banks to our deposit liabil- 
ity as shown on our general books. 
As for the rest, it is not worth bothering 
about. Why should we get all excited 
about even a sizable check on Pough- 
keepsie, New York? Even if the Fed 
allowance —which you recall is maxi- 
mum under the FDIC regulations — 
did not cover it by, say, one day, the 
FDIC premium for one day is not 
enough to repay us the clerical cost 
of keeping track of it. To quote our 


in your bothering with it 


downstate banker, ‘“There’s no sense 
bothering with it.” 

Our careful estimate of the FDIC 
assessment which we might save by 
keeping detailed track of our transit 
items, and of everything else which 
can not be covered in our present 
system of records without adding 
operations, is approximately $200 per 
year. As nearly as we have managed 
to check this in our sampling of the 
problem as it affects other banks, the 
proportion is about the same. Our 
deposits are about $200,000,000. The 
possible savings seem to average out 
about $1 per million of deposits. Why, 
the average bank could not save the 
cost of one window-washing per year 
if it somehow managed to keep detailed 
track of everything without adding a 
penny of cost. The paper required for 
doing the figuring would run as high 
as the possible saving. And the first 
principle of all paper work is that it 
isn’t the paper that costs money, it’s 





to do likewise. 
helpful to the banks. 


to discuss with Mr. Brunkhorst . 





“An Excellent Article”. . . Leo T. CROWLEY 


An advance proof of Mr. Brunkhorst’s article was forwarded to Mr. 
Crowley, Chairman of the Federal Deposit Insurance Corporation at Wash- 
ington. Following is Mr. Crowley’s comment: 


‘I have read the article with much interest and have asked several 
others who have been active in connection with the forms and regulations 
We agree that it is an excellent article and should prove 


“If it is in order we would like to make a suggestion which you might wish 
. . It pertains to outstanding drafts 
starting with the last sentence on page 13. The sentence reads, ‘Then a 
running balance is made for each day of the period and this balance, aver- 
aged for the assessment period, we add to our book totals of deposits to 
increase our assessment base of deposit totals.’ The suggestion has to do 
with the averaging of the daily balances. 
unnecessary to average the balances. 
total to the book totals, the average will be automatic when the grand 
total of the assessment base is averaged.”’ 


It appears.to us that it will be 
If they are totaled and added in 
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What most bankers seem to be overlooking is that the regulations do not require a bank to take all deductions. 
They simply specify what may be deducted 


the expense of putting things on the 
paper. 

What most bankers seem to be 
overlooking in their present worry 
about the FDIC reports is a set of 
very simple basic facts. First, the 
regulations do not require a bank to 
take all deductions, they simply specify 
what may be deducted from total de- 
posits for insurance purposes. Second, 
the rate is so low a percentage (mind 
you, I am not saying it is a low expense 
to the bank, but it is tiny as a per- 
centage) that to make any sizable 
saving in dollars by deductions a very 
large number of deposit dollars must 
be involved. ‘Third, the clerical cost 
of figuring out deductions to the last 
penny, or even to the last thousand 
dollars is tremendously greater than 
the possible savings to the insured 
bank. The obvious conclusion, when 
these three simple facts are applied to 
any bank, is that a great many of the 
deductions which are allowed by 
regulation had far better be passed up. 
It is cheaper to pay 83.33 cents to the 
FDIC over and above the minimum 
possible premium than to do the work 
necessary to save $1,000 off your 
year’s average of deposits, except for 
those deductions which can be handled 
in so easy a fashion that they involve 
little change in your bank’s records 
and no addition to your clerical 
expense. 


PROBABLY you have studied the 

regulations long enough and hard 
enough to know them at least as well 
as I do. But just on the chance that 
you have postponed studying them, 
let’s look at some of the more impor- 
tant points covered therein. The 
premium rate, or, to give it its techni- 
cally correct name, the assessment rate, 
is one-twelfth of 1 per cent per annum 


on deposits, computed daily, with the 
total of the preceding business day 
considered the deposit total for Sun- 
days and holidays. To quote: 

“The totals for the purpose of com- 
puting the assessment base shall include 
all commercial, checking, savings, time, 
thrift accounts, certificates of deposit, 
officer’s or cashier’s checks, traveler’s 
checks, certified checks, outstanding 
drafts, and letters of credit. Also by 
express provision of law (see Section 1 
of Regulation I) such totals shall 
include trust funds held in the trust 
department or on deposit in any other 
department of the bank or re-deposited 
in other banks. All the items described 
must be included regardless of whether 
they are secured or unsecured or 
represent private, public, government 
or postal savings deposits. The totals 
used under this heading must be 
supported by a tabulation, Form 556, 
or other appropriate record in such 
form that the Corporation’s representa- 
tives may readily trace the various 
items included therein to the general 
books of the banking institution.” 

The instructions for deductions are 
too long to quote here, but they can 
be summarized in part. Allowable 
deductions include: 

Local exchanges or clearing items if 
uncollected at the close of the business 
day during which they were received; 

Transit items while they remain 
uncollected, but not for a period longer 
than provided for in the Federal Re- 
serve time schedule; 

Trust funds which are re-deposited 
in another insured bank; deduction not 
allowed if it is the practice of the bank 
to intermingle with its trust funds any 
funds held in other than a fiduciary 
capacity; 

Inter-branch accounts carried in 
subsidiary deposit ledgers rather than 


as separate accounts on the general 
ledger; 

“Certain other items, such as out- 
standing drafts, cashier’s or officer’s 
checks issued for the payment of ex- 
penses, repayment of borrowed money, 
etc., which do not represent deposit 
liabilities as defined in Regulation I.”’ 

These are, properly enough, fine- 
drawn distinctions. Consider cashier’s 
checks drawn in payment of expenses, 
and the additional item of such checks 
to pay for bond purposes. We make 
no attempt to analyze these. If there 
were $100,000 of these exempt cashier’s 
checks outstanding all the time— 
actually our total is far less —it would 
mean a saving to our bank of only 
$83.33 per annum. Figure out for 
yourself how much clerical time this 
would pay for to hire a clerk to keep 
these items distinct from our other 
outstanding cashier’s checks, which by 
regulation are deposits! 


[FDRAFTS on our correspondents we 

handle rather similarly. We pay no 
attention to whether they were drawn 
for deductible or non-deductible pur- 
poses, we claim no deductions for these 
reasons. We do, of course, add out- 
standing drafts on correspondents to 
our deposit liabilities as shown by the 
general books. Here enters our only 
additional record due to the FDIC 
report. We run a memo of the 
account. This is about what the FDIC 
suggested in one of the official instruc- 
tion sheets. We credit drafts as issued, 
and until the end of the regular 
statement period of the bank drawn 
on we make no debit entries. At the 
end of the month or half month, 
when we have the statement, we set 
down in the debit column the total of 
drafts paid each day. Then a run- 
ning balance is made for (See page 26) 
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Each week there is a new exhibit in the Broadway window 


SHow WINDOWS 


Krom broadway | 


by 
FRANCES I. WOLF 


\ssistant Secretary, The Franklin Society for 
Home-Building and Savings, 
New York City 


N many respects, the preparation of 
window displays for a _ savings 
institution is comparable to the 

intricacies of stagecraft. Especially is 
this true where the institution attempts 
to replace printed cards carrying a 
stereotyped message with displays that 
not only tell the world what the 
institution has to sell, but say it in 
such fashion as to induce the reader 
to stop and read and do the thing the 
display asks him to do. Human 
nature being what it is, human beings 
have a way of delaying. 

In your last issue, a bank woman 
in Denver, who bears a similar surname 
and is engaged in a similar occupation 
to mine, though in a savings institution 
2,500 miles away, told of her experi- 
ences in window display advertising. 


My contribution on that topic is sub- 
mitted for what it may be worth. 

Like other savings institutions, 
The Franklin Society for Home-Build- 
ing and Savings, nearly half a century 
old, is engaged in the business of 
selling service. In our particular type 
of “banking,” to put our message of 
systematic savings and easy-payment 
mortgage loans across successfully re- 
quires patience and an appreciation 
of the complex problems of the 
average man or woman. Our job is 
that of steady and convincing, but 
not dogmatic statements of how we, 
as a savings and mortgage lending 
institution, can be of greatest help. 
Though lacking an important attribute 
of personality —the human voice — win- 
dow displays do nevertheless afford 
a distinct opportunity to dramatize 
the sales message through the use of 
color, or “‘accessories,” and to make 
the passerby “stop, look and read.” 

The Franklin Society is located at 
217 Broadway, at the corner of Vesey 
Street, in the downtown district of 


New York City, on the site of one of 
the most famous of landmarks of 
ancient New York—the old Astor 
House. The Society is a mutual co- 
operative savings and loan association, 
now the largest operating under the 
banking laws of the state. 


E are told that our window dis- 

plays are known to and talked 
about not only by folk in downtown 
New York, but by tens of thousands who 
daily pass by. Their unusual appeal 
to the impulse to save is, no doubt. 
making thousands conscious of that 
habit. The widsom of home-ownership 
is also brought to the attention of the 
passerby by showing the ease with 
which this aim can be realized. The 
Society’s plan of monthly repayment 
mortgages is praised (we believe truly) 
as “the easiest, simplest, least expen- 
sive system yet devised,” for it com- 
bines the essential obligations of taxes, 
interest, and mortgage amortization in 
the required but not onerous monthly 
installments. Life insurance, too, is 














What to do with the bank’s 
show windows? What to put in 
them is always a problem... 
but no harder to solve than 
the one facing this New York 
City savings and loan associa- 
tion. It had to learn how to 
stop the crowds on Broadway 


made available for those who wish it, by a plan that, 
for a single premium payment, provides for the 
satisfaction of the balance of the mortgage in case 
of death of the breadwinner before the debt is fully 
paid off. Where conditions warrant, the premium 
may be advanced by The Society and included in the 
mortgage. So, our plan is truly a “worry-proof”’ 
one, affording every possible convenience to a home 
owner. 

Our offices are equipped with three large windows, 
each sixteen feet wide, four feet deep, nine feet 
high, one of which faces Broadway, and two face 
Vesey Street. In addition, there are two small 
windows, three feet by four by nine, fronting on 
Vesey Street. Each week there is a new exhibit in 
the Broadway window, with changes in each of the 
large Vesey Street windows every other week, by 
means of alternating the transfer of the Broadway 
display to each of these side street windows. The 
changes in the small Vesey Street windows are less 
frequent, but at least once a month, the display 
depending upon the others currently in use. Copy 
is prepared and displays designed in this office, and, 
with the aid of an efficient sign and display maker, 
we are able to ““humanize” each one so successfully 
that the “‘stoppers, lookers, and readers” are often 
stirred to action—coming into the office to open 
savings accounts, or to get copies of descriptive 
booklets that are also placed in the windows. 


"THE photographs reproduced here, showing a few 

of our displays, give an example of how we tie up 
interesting current events, or topics of general 
interest to what we have to sell. Timeliness is one 
of the interest values sought after. When the 
United States fleet was in the New York harbor, 
the display tie-up brought crowds that blocked the 
Broadway sidewalk in front of our office. The dis- 
play included signal flags, emblems of flying squad- 
rons and pictures of the fleet in action. The display 
emphasized, in side signs, that as the fleet was the 
first line of national defense, so also was systematic 
saving the first line of home or financial defense to 
the individual. 

In the display “Home Owning Made Easy,” 
accurately scaled replicas of different types of 
architecture were used: New England Colonial, 
Spanish, Semi-modern, Elizabethan, Old English 
Cottage, and others. Whenever our house journal, 
“The Franklin News,” is unusually interesting and 
attractive, the front page is blown-up to a size 
suitable for a window display, copies of extracts of 
the journal are shown, and the reader (See page 29) 
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ITH a none too cordial manner, 

W the grocer grudgingly invites 

the bank representative to be 
seated. . 

-**You say you have a new plan to 
help me collect overdue accounts, 
Mr. Banker. Before we waste any 
time discussing this plan, how much 
is it going to cost me? In other words, 
how much commission are you going 
to charge to collect these accounts?” 

With a confident smile, the bank 
representative replies. 

“Mr. Grocer —it isn’t going to cost 
you one cent to have the bank collect 
these accounts. We make no collection 
charge to you whatever.” 

The grocer’s eyebrows are lifted in 
undisguised suspicion. ‘““You mean to 
say that you'll collect them without 
charging me a commission?” 

“Absolutely, Mr. Grocer. The bank 
will arrange to have these overdue cus- 
tomers make payments on their ac- 
counts monthly at the bank. There 
will be no cost to you—in fact, you 
will even be relieved of the trouble of 
keeping a record of these monthly 
payments.” The banker waits a 
moment for the grocer to digest these 
points, then continues. 

“And the best part of the plan is 
that, unlike your arrangement with a 
collection agency, you won’t have to 
wait until these accounts are fully 
collected before you realize on them. 
We will make cash advances to you as 
soon as the accounts are approved by 
the bank.” 

The grocer interrupts, a triumphant 
but somewhat disappointed look in 
his eye. 
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A folder describes the plan to 
the store’s customers 


The Denver National Bank has had 
the financing of overdue retailbre c 
with its small loans department. 
in detail the plan worked out by 
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“T get the idea now. You want me 
to open an account at your bank, 
submit a financial statement, and try 
to get a credit line. But that won’t 
work. I already have a line at another 
bank, and although I hate to admit 
it, I know that my statement won’t 
warrant an additional extension of 
credit at this time.” 


‘THE banker smiles reassuringly, and 
answers this argument. 

“No, Mr. Grocer. I’m not going to 
ask you to submit a statement to us. 
I’m not even going to ask you to 
transfer your account to our bank. 
When we first started to work out 
this plan, we realized that under 


present conditions many grocers —or, 
for that matter, many other business 
impossible to 


men—would find it 


secure an increase in their credit line 
at this time. Consequently we formu- 
lated a plan which eliminates the 
necessity of our requiring you to 
qualify in this respect. 

“Under our plan, the amount of 
the advance made to you on these 
overdue accounts will depend upon 
the number and quality of the accounts 
you turn over to us. Naturally, we 
can’t make a cash advance on just one 
or two accounts—there wouldn’t be 
enough diversification to warrant it. 
However, if you turn over five or more 
accounts to us —and these are approved 
by the bank — wewill advance you 25 per 
cent of the total amount due on them. 
If you turn over ten or more acceptable 
accounts to us, we will immediately 
give you a 50 per cent advance on 
them. The balance will be remitted 
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e bank for grocer accounts 


By 


G. F. FOLEY 


Assistant Cashier, The Denver National Bank, 
Denver, Colorado 


and 


R. E. DOAN 


Director of Public Relations, The Denver 
National Bank, Denver, Colorado 


to you in quarterly payments as we 
collect it from the customer.” 

The above is a sample sales talk 
between a representative of the Denver 
National Bank and a grocer during 
the introduction of our new overdue- 
grocer-account-collection-plan in Den- 
ver. Needless to say, not much more 
is needed to gain the grocer’s co-opera- 
tion in such an arrangement —espe- 
cially when he has been paying a com- 
mission of from 10 to 25 per cent to 
collection agencies for such work. 

Now, just what is this plan? And 
how does the bank work it out? 

For nearly three years, the Denver 
National has operated a plan whereby 
the personal loan department has 
aided in the collection of overdue 
department store accounts. This plan 
was described in detail in the Decem- 
ber, 1933, issue of The Burroughs 
Clearing House. 

Under this department store plan, 
however, we selected only the large 
stores in town —stores whose financial 
statements would justify the granting 
of a credit line for the purpose of 
guaranteeing the bank’s cash advance 
on such overdue accounts. The store 
turns over to us such accounts as are 
acceptable to the bank for personal 
loans. The bank, after passing on 
| these, grants a loan, arranges for the 
} customer to pay this loan off in con- 
venient monthly installments, and 
sends a check for the full amount of 
the account to the store. A representa- 
live of the store signs a guaranty form 
for the amount advanced, agreeing to 
reimburse the bank to the extent of the 
unpaid balance on the loan if it is 
“called”? because of non-completion of 
the payments. 
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LOAN 
DATE AMOUNT Palo to REewrr. 
NUMBER Aopvir. 


7-5 


This is the control card of each grocer’s account. 


nemerr. REMIT~ 


1921 2lst. St., 


PeMiT. 





One of these is kept for each grocer for 


whom the bank handles accounts 








Detailed Report te: JONES GROCERY & MARKET 


Loan No. Name Date Amt. of Acct, 
89470 John Richards 6=-29=34 ¢ 76.00 
89502 Henry Johnson 7=5=34 59.94 
89538 Chas. Smithy To11-34 52,30 
89539 Jos. Jones T-11-34 164.51 
89620 Richard Roe 1-25-34 94.71 
89621 Paul Predrie T#25~34 184.64 
89767 James Hardey 8-22-34 100,00 
89895 Mary Hanson 9-10=34 50.00 


OCTOBER 16, 1984 












Advance Total Pay~. Less ee = 
ments Rec'd. Int. 
# 19.00 $ 28,08 $6.08 1018434 
14.98 13.50 4,80 o-22-34~ 
13,08 14.13 4018 Wel-34 ; 
46.13 33.40 14.76 Gal 7034 
23.68 | 19,08 758 10=2=B4 
48.16 36.62 14,77 Bel SoS 
28.00 9.00 8.00 on21-84 
12.50 4.50 4.00 9-1 7934 


Seana 


This is a copy of the bank’s quarterly report to grocers, showing the standing of the 
accounts of the grocer’s customers 





Advance Paid to You 


Re. 





Payments Received te Date by Bank 


to You on These Accounts 





SUMMARY OF REPORT tos JONES GROCERY & MARKET 


Total of Loans Granted on Your Accounts 


Gress Payments Received to Date from Customers: 
Less Bank's Total Interest Charge 

Net Payments Received to Date from Customers 

sss of Adv. Paid te You ever Net ce 


Totel of Uncellected Payments Yet Due 


Next report will be sent you about Jan, 15, 1936 









- October 16, 1 


958.20 
84.17 





This is a copy of the bank’s statement of account with the grocer, showing advances, 
total collections made and total outstanding 


This plan has worked out splendidly 
from the standpoint of the bank, the 
stores, and the customers. The latter 
really appreciate this opportunity of 
preserving their credit standing in the 
community by paying their bills in 
small monthly installments, and they 


do not object to the small interest 
charge. 

Soon after the inauguration of this 
department store plan, however, cus- 
tomers started to ask us if we couldn’t 
include their grocer bills in the loan. 
Due to wage reductions and temporary 
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unemployment, many of these people 
had not only fallen behind in paying 
their department store bills, but were 
overdue on grocer bills as well. They 
could not meet these in full, although 
they could afford to settle them in 
small monthly payments extending 
over a period of a year. In many cases, 
however, they were too embarrassed 
to approach the grocer with such a 
suggestion. In other cases, the grocer 
did not encourage the receipt of such 
small monthly payments on the bill 
because of the added bookkeeping 
detail involved. 


Aft ER considering these suggestions 

from the customers themselves, and 
being approached by some of the 
grocers, we decided to formulate a plan 
to co-operate in this field. Three 
points influenced this decision: We 
wished to expand our personal loan 
department, we desired to be of service 
to these grocers, and we wanted to 
relieve honest but unfortunate cus- 
tomers of the worry and loss of credit 
standing incident to such overdue 
accounts. 

However, we realized that we could 
not successfully employ the same plan 
used with the large department stores. 
Few grocers could qualify for a new 
or additional credit line which would 

enable them to guarantee a full cash 
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advance of the money due them on 
these accounts. And yet, if the plan 
were to be of real value to the grocer, 
some cash advance was vitally neces- 
sary. 

Taking these points into considera- 
tion, the following plan was formu- 
lated. We quote from an outline sub- 
mitted to one grocers’ organization: 

“During the past year, the Denver 
National has aided many of the large 
Denver retail department stores to 
collect their outstanding accounts. 
Through our personal loan department, 
we have furnished these stores with 
folders to be inserted in monthly 
statements to overdue account cus- 
tomers. These folders urge the cus- 
tomer to liquidate his overdue account 
by means of securing a loan at the 
Denver National personal loan depart- 
ment, and paying this loan through 
convenient monthly or semi-monthly 
installments direct to the bank. 

“The stores have found that cus- 
tomers are much more prompt in 
making their payments to the bank, 
after such a loan has been arranged, 
than when they are merely making 
payments on their overdue accounts 
direct to the store. 

“It has also been found that the 
customers themselves appreciate such 
an arrangement, since it enables them 
to liquidate their indebtedness through 


convenient payments, and thereby 
preserve their credit standing in the 
community. 

‘“*The plan has worked out so success- 
fully for all concerned, that we have 
formulated a like arrangement to 
co-operate with Denver grocers. 

“We take this opportunity to pre- 
sent the plan for your consideration. 

“Under it, the personal loan depart- 
ment would make arrangements with 
interested grocers to aid in liquidating 
their outstanding accounts. 

“Granting Loans: The bank reserves 
the right to decline making a loan tu 
any individual whose past credil 
record or responsibility does not appear 
to warrant such an extension of loan 
privilege. 

“Interest Charge: Interest at the 
rate of 7 per cent per annum is charged 
on all personal loans, and this cost is 
borne by the customer who secures the 
loan to liquidate his overdue account. 
The bank will, in all cases, deduct the 
full amount of interest due on the 
loan from the first remittance made to 
the grocer. If no payment is made on 
the loan by the borrower, the bank 
will make no charge. If payments are 
not completed by the borrower, the 
bank will rebate the unearned interest. 
charging interest only from date ol 
making to date of ‘calling’ the loan. 

““Co-signers: Under this (See page 27) 





EXAMPLES OF 


EXAMPLE OF PLAN ‘‘A’’—where ten or more 
loans are made on outstanding accounts for any 
one grocer: 


Assuming that the grocer sends ten $100 ac- 
counts to the bank, or a total of $1,000. Each 
| nee would sign a note for $107, or a total of 
oans thus made being $1,070, which includes the 
bank’s interest charges of $7 on each loan, or 
total interest charge of $70. The bank would 
immediately advance to the grocer 50 per cent, or 
$500, and would hold as a reserve fund $500. 


The bank would then arrange for each of the 
ten patrons to pay, direct to the bank, $8.92 each 
month (or any like convenient arrangement). 
At the end of the first nine months, if all the 

trons, had made all payments when due, the 

nk would have received $802.80. The bank 
would then remit to the grocer this amount, less 
the bank’s interest charge on all of the accounts 
($802.80 less $70, or $732.80), and less the 50 per 
eont originally advanced ($732.80 less $500), or 
2. 


At the end of the year, if all the patrons had 
continued to make all payments when due, the 
bank would then remit the balance of these pay- 
ments to the grocer, or $267.20, making a total 
remitted to the grocer of $1,000. And, if all pay- 
ments had been made when due or in advance, 
the bank would rebate to the | po the amount 
of $10, thus making net cost of plan to ten patrons 
$60, or, net cost of plan to each individual patron $6. 


EXAMPLE OF PLAN ‘“‘B’’—where not less than 
five, nor more than nine, loans are made on 
outstanding accounts for any one grocer: 


Assuming that the grocer sends eight $100 
accounts to the bank, or a total of $800. Each 
customer would sign a note for $107, or a total of 
loans thus made being $856, which includes the 
bank’s interest charges of $7 on each loan, or 
total interest charge $56. The bank would 
immediately advance to the grocer 25 per cent, or 
$200, and would hold as a reserve fund $600. 


The bank would then arrange for each of the 
eight patrons to pay, direct to the bank, $8.92 
each month (or any like convenient arrangement). 
At the end of the first six months, if all the 

trons had made all payments when due, the 

nk would have received $428.16. The bank 
would then remit to the grocer this amount, less 
the bank’s interest charge on all of the accounts 


($428.16 less $56, or $372.16), and less the 25 per 
rae - med advanced ($372.16 less $200), 
or 16. 


At the end of the first nine months, if all the 
patrons had continued to make all payments 
when due, the bank would then remit these pay- 
ments to the grocer, or $214.08. At the end of 
the year, if all the patrons had continued to make 
all payments when due, the bank would then 
remit the balance of these payments to the 
grocer, or $213.76, making a total remitted to the 
grocer, of $800. And, if all payments had been 
made when due or in advance, the bank would 
rebate to the patrons the amount of $8, thus 
making the net cost of plan to eight patrons $48, 
or, net cost of plan to each individual patron $6. 


EXAMPLE OF PLAN ‘C’’—where less than 
five loans are made on outstanding accounts for 
any one grocer: 


Assuming that thegrocersendsfour $100accounts 
to the bank, or a total of $400. Each customer 
would sign a note for $107, or a total of loans 
thus made being $428, which includes the bank’s 
interest charges of $7 on each loan, or total 
interest charge of $28. The bank would then 
arrange for each of the four patrons to pay, direct 
to the bank, $8.92 each month (or any like con- 
venient arrangement). 


At the end of the first three months, if all the 
patrons had made all payments when due, the 
bank would have received $107.04. The bank 
would then remit to the grocer this amount, less 
the bank’s interest charge on all of the accounts 
($107.04 less $28), or $79.04. At the end of the 
first six months, if all the patrons had continued 
to make all payments when due, the bank would 
then remit the total of these payments to the 
grocer, amounting to $107.04. At the end of the 
first nine months, if all the patrons had continued 
to make all payments when due, the bank would 
then remit the total of these payments to the 
grocer, amounting to $107.04. At the end of the 
year, if all the trons had continued to make 
all payments when due, the bank would then 
remit the balance of these payments to the 
grocer, amounting to $106.88, making a total 
remitted to the grocer, of $400. 


And, if all payments had been made when due 
or in advance, the bank would rebate to the 
patrons the amount of $4, thus making net cost 


THE PLAN IN ACTUAL OPERATION 


of plan to four patrons $24, or, net cost of plan 
to each individual patron $6. 


EXAMPLE OF A “*CALLED’’ LOAN IN PLAN 
“*A’’—showing how the unpaid balance of a 
‘‘called’’ loan is deducted from the reserve fund 
held to cover the accounts handled for any one 
grocer: 

Assuming that the grocer sends ten $100 ac- 
counts to the bank, or a total of $1,000. Each 
patron would sign a note for $107, total of loans 
thus being made $1,070, which includes the 
bank’s interest charges of $7 on each loan, or 
total interest charge of $70. The bank would 
immediately advance to the grocer 50 per cent, 
or $500, and would hold as a reserve fund $500. 
The bank would then arrange for each of the 
patrons to pay, direct to the bank, $8.92 each 
month (or any like convenient arrangement). 


Then, assuming that one of the patrons paid 
$8.92 per month for two months (total $17.84), 
then made no further payments. The bank 
would try for two months, the usual period, to 
get the patron to resume making payments. If 
this effort brought no response, the bank would 
then ‘“‘call’’ the loan, and would charge interest 
for the time it actually ran—7 per cent for four 
months, or $2.34. The bank would thus have 
received $15.50 ($17.84 less $2.34) to apply on the 
original account, and would charge the unpaid 
balance of $84.50 ($100 less $15.50) to the reserve 
fund of $500, leaving $415.50. 


Then, if at the end of the first nine months, all 
of the other nine patrons had made all paymenis 
when due, the bank would have received a total 
of $722.52. The unpaid balance on all of the 
remaining accounts at this time would be $241.48. 
The bank would therefore remit the difference 
between the reserve fund and the unpaid balance 
iieene ($415.50 less $241.48) to the grocer, or 


At the end of the year, if all of the nine patrons 
had continued to make all payments when due, 
the bank would then remit the balance of these 
payments to the grocer, or $241.48, making 4 
total in cash received by the grocer of $915.50, 
and the “called’’. loan, amounting to $84.50, 
making a total received by the grocer of $1,000. 
This ‘‘called’’ loan would be returned to the grocer 
at the time it was ‘‘called,”” and could be placed 
back on his books, or could be handled in any 
other manner desired for collection. 
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Raccont COURT 
Decisions 


by 


‘CHARLES R. ROSENBERG, Jr. 


Watching procedure in mortgage foreclosures . . . Corporation 
officers not the corporation ... The 10-day surety notice... 
Checks of a customer in bankruptcy . . . The collateral pledge 


Mortgage Foreclosure 


That a bank’s right to recover on a 
borrower’s property may sometimes 
be lost through the form of legal 
process it undertakes is apparent from 
a Federal Court decision in a recent 
Pennsylvania case. 

A bank held a mortgage on the real 
estate comprising the borrower’s in- 
dustrial plant. Nothing was said in 
the mortgage about the machinery 
and equipment in the plant. The 
bank also held the borrower’s note as 
collateral to the mortgage. Upon 
default the bank proceeded to fore- 
close the real estate on the mortgage 
instrument. It also got judgment on 
the note and under that judgment 
attached the machinery and equip- 
ment as personal property. 

The bankruptcy of the borrower 
halted the personal property levy, but 
not the mortgage foreclosure. Upon 
the trustee’s attempt to sell the 
machinery and equipment as personal 
property, the bank objected on the 
ground that the mortgage of the plant 
included the machinery and equip- 
ment, which was therefore subject to 
the mortgage foreclosure proceedings. 

Under Pennsylvania law, the court 
agreed, a chattel placed in an industrial 
plant for permanent use and necessary 
to its operation, is a fixture and as such 
part of the real estate, even though 
not physically attached thereto. This 
rule, however, may be annulled by a 
contrary intent of the parties. 


By its action in issuing a separate 
execution writ listing the machinery 
and equipment as personal property 
the bank disclosed that it did not 
regard the proceedings on the mort- 
gage itself as sufficient to include the 
personalty. From this the court 
concluded that the parties did not 
intend to have the lien of the mortgage 
include the machinery and equipment. 
Hence the bank could not claim the 
machinery and equipment under the 
mortgage foreclosure. 

From this decision it would appear 
that the bank could have seized the 
machinery and equipment as part of 
the real estate under the mortgage 
foreclosure if it had not undertaken 
separate proceedings against the ma- 
chinery and equipment as _ personal 
property. (Delaware County National 
Bank vs. Montgomery, 78 Federal 
Reporter, Second Series, 616.) 


Corporation Account 


A bank held the promissory note of 
a husband and wife who were, respec- 
tively, the president and the secretary- 
treasurer of a corporation § which 
had a deposit account with the bank. 
The note being unpaid at maturity, 
the bank debited it to the corporation’s 
account. The corporation in due 
course received a statement of its 
account showing this item charged to 
it and made no objection. 

Later the corporation went into 
bankruptcy and the trustee sued the 


bank for the amount of the item, 
alleging that it was not a proper charge 
against the corporation’s account. 

The note was signed by the husband 
and wife, but the name of the cor- 
poration did not appear on it, nor 
was there any reference to the official 
status of the makers with the corpora- 
tion. From this, the court held, it was 
entirely clear that the corporation was 
not liable on the note because of the 
settled rule of law that the only person 
liable on a negotiable instrument is 
one whose name appears thereon. 

Referring to the bank’s contention 
that the failure of the corporation to 
object to the item on the statement of 
its account was a ratification thereof, 
the court said: 

“The authorities seem to be clear 
that when a bank negligently makes 
charges to the account of a depositor, 
the failure of the latter to object forms 
no basis for subjecting the depositor 
to the debit.” (Irving Trust Company 
vs. National City Bank, 78 Federal 
Reporter, Second Series, 665.) 


Giving Surety Notice 


A “bankers’ blanket bond” provided 
that the insured bank must report any 
loss within ten days after discovery 
thereof. 

In March the bank examiner’s re- 
port of the insured bank showed a 
shortage charegable against its vice- 
president. The bank considered this 
shortage merely an error and in no 
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way the result of any dishonesty. 
Consequently, no report of it was 
made to the bonding company. 

In the following February larger 
shortages were discovered against the 
vice-president, and a prompt report 
was made to the bonding company. 
Included in this report was the short- 
age discovered the previous March. 
The bonding company paid the newly 
discovered shortages, but denied lia- 
bility on the one discovered nearly a 
year before. 

Failure to give notice in ten days 
relieved the bonding company, was 
the court’s ruling in the suit ultimately 
brought by the bank. The bank 
examiner’s report in March put the 
bank on notice to investigate, and an 
inquiry at that time would probably 
have revealed the cause of the shortage. 
If the shortage was due to the vice- 
president’s dishonesty, the bonding 
company was entitled to notice within 
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ten days as stipulated in the bond. 
If, on the other hand, the shortage was 
the result of some harmless error and 
not caused by any dishonesty, there 
would of course be no liability on the 
part of the bonding company. (Plant- 
ers’ Saving Bank vs. American Surety 
Company, 181 Southeastern Reporter, 
222.) 


Customer in Bankruptcy 


Is a bank liable for paying out on 
checks of a depositor against whom an 
involuntary petition in bankruptcy 
has been filed? 

A New York bank was notified that 
such a petition had been filed against 
one of its depositors. After the receipt 
of the notice but before the depositor 
was adjudicated a bankrupt, the bank 
in good faith paid out on a number of 
the depositor’s checks. The depositor 
being subsequently adjudicated a bank- 





The Production of Public Official 
and Federal Official Bonds. This 
is a reprint of an informative address 
by the vice-president of a surety com- 
pany. It is of special interest to 
officers working with public officials in 
the handling of city, village, township, 
school district, or state funds, or for 


anyone signing bonds for public 
officials. 
Air Conditioning. A 24-page 


booklet, illustrated with photographs 
and charts, on the general subject of 
air conditioning. The text includes 
descriptive material on both room-units 
and the central system and discusses 
the planning of instailations for the 
home, the private office, and the 
general office. 


Safety Papers. If you are inter- 
ested in knowing the various colors in 
which safety papers are obtainable, or 
the range of stock sizes of sheets of 
safety papers, you will want a copy of 
this booklet. It is designed as a sample 
book for banks. 


Architectural Concrete. This is a 
series of booklets of particular interest 
to bankers serving on committees for 
the erection of new public buildings. 
Each of the booklets is beautifully 
illustrated with photographs featuring 





New Booklets 


To Help Bank Officers Keep Posted 


ASK FOR COPIES BY NAME AS LISTED 


These booklets are offered free by nationally-known institutions, and are listed by 
The Burroughs Clearing House as a service to keep bank officers posted. Mention the 
booklets desired by name. Address: The Editor, The Burroughs Clearing House, Second 
Boulevard and Burroughs Avenue, Detroit, Michigan. 





the architectural design of newly 
finished schools, libraries, hospitals and 
institutions, federal buildings, churches, 
and clubs. 








@ Booklets Still Available 


Loans Up To $50,000. A 24-page, 
illustrated booklet prepared by the 
Federal Housing Administration cover- 
ing especially the subject of moderniza- 
tion loans for apartments, multiple 
family dwellings, hotels, stores, hos- 
pitals, schools, colleges, orphanages, and 
manufacturing and industrial plants. 


Which Plan of Posting Is Best 
for Our Bank? Senior operating 
officers who are interested in studying 
variations in present methods of post- 
ing depositors’ checking accounts will 
find this book of particular interest. 
A pleasing and impartial presentation. 
It covers sixteen pages and is illustrated. 


Facts About A Casualty Com- 
pany. A pocket-size, 32-page booklet 
that is of especial interest because it 
presents in concise form a summary of 
casualty coverages, including fidelity 
and surety bonds. This was originally 
intended only as an informative book- 
let for this company’s representatives. 








rupt, the trustee sued the bank for the 
amount represented by the checks 
thus honored. The trustee argued 
that the bank was liable for paying 
out after notice of the filing of the 
petition in bankruptcy. 

“To sustain this contention,” de- 
clared the court, ““would be equivalent 
to holding that the present bankruptcy 
statute enables creditors by the mere 
filing of the petition, however un- 
founded, to ruin any debtor and drive 
him into insolvency. In order to 
escape from liability for checks honored 
after notice of the petition being filed, 
obviously the bank must exercise good 
faith. On the other hand, good faith 
being present, mere notice is not 
enough to establish liability.”” (Stevens 
vs. Bank of Manhattan Trust Com- 
pany, 11 Federal Supplement, 409.) 


Collateral Pledge 


A bank took the joint note of hus- 
band and wife, secured by certain 
collateral. The note provided that, 
upon liquidation of the collateral, the 
proceeds should be first used to pay 
off the note and any surplus applied 
to any obligation “‘under which the 
undersigned shall be bound.”’ 

The note being subsequently paid 
off through the conversion of the col- 
lateral into cash, there remained a 
surplus in the hands of the bank. The 
makers of the note demanded the 
return of this surplus, but the bank 
contended that the money was appli- 
cable to the payment of a note on 
which the husband alone was endorser 
for a third party. 

“We think,” said the appeal court 
in deciding the issue, “the words of 
the pledge, following the provision for 
the application of the funds derived 
from the sale of the securities, ‘shall 
be applied to this obligation, and any 
surplus to any other note, obligation, 
bill, overdraft or open account under 
which the undersigned shall be bound,’ 
clearly indicate that the intention of 
the parties to the contract or note was 
to pledge the securities to the payment 
of only such other notes and obligations 
as were of the same character as the 
joint liability under the collateral 
note. If the bank desired this pledge 
to extend to the individual and several 
obligations of the makers of the col- 
lateral note, it should have inserted 
the words ‘or either of them’ or words 
of similar import.” (Powell vs. Mc- 
Donald, 181 Southeastern Reporter, 
277.) 


Notary Responsibility 


That a bank is no better than its 
notary is one conclusion to be drawn 
from a recent New Jersey case. There 
a notary in protesting an unpaid item 
sent the notices in care of the forward- 
(See page 29) 
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Competition in 
Trust Advertising 


(From page 10) business has grown 
steadily for more than forty-five years 
and exceeds that of any other St. Louis 
financial institution and similar facts. 
Such advertising we consider permis- 
sible, constructive, competitive adver- 
tising for a high-grade trust institu- 
tion. The purpose of such advertising 
is in no wise to detract from the 
reputation or standing of any other 
institution but is to make this institu- 
tion stand out in the public mind as 
leading the field. 


NXJOW to return to the findings of our 
+‘ talks with other trust institutions 
scattered over a wide area in the 
United States. One such advertiser 
says, in substance, “We are doing 
purely an educational job, with our 
copy mentioning our bank’s advan- 
tages only incidentally. As a matter 
of fact, we were doing rather com- 
petitive advertising a few years ago. 
We had to, because we were doing 
most of the trust advertising in our 
town, and we saw no reason why we 
should spend money to urge people 
into other institutions. One by one 
the other banks came in to the news- 
papers — we have suspected that some of 
them began to advertise because they 
saw us working into a position of pre- 
eminence in the public esteem. As 
they began advertising, we consciously 
softened the competitive tone of our 
trust copy. Now, every trust company 
or trust department of importance in 
the community is doing a reasonable 
and fair share of the total trust 
advertising.” 

Another institution takes a middle 
course. It believes that the balance 
of trust advertising in its city is 
approximately fair. In fact, it keeps a 
careful 
penses of its competitors and seeks to 
regulate its own course accordingly. 
Not in its total advertising expendi- 
ture, which is set up in the annual 
budget. Rather, in the proportion 
which is spent on educational adver- 
tising. The bank conscientiously at- 
tempts to do its fair share of the local 
advertising intended to sell the public 
the trust idea. Whatever is left over 
after this ethical obligation is met, is 
the sum available for advertising why 
people should come to it rather than 
to some other trust institution. 

In our own institution we combine 
competitive advertising to promote our 
company with educational advertising 
to promote the trust idea. When 
there develops a more general use of 
advertising by other corporate trustees, 
we shall unquestionably revalue our 
advertising appeals. But for the time 
being we are acting on the assumption 


record of the calculable ex- | 
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i The new Supreme Court Building in Washington 


Dr, Wash inGton 


Our location in Washington makes 
it natural that we keep in close touch 
with national affairs, particularly those 


affecting banking. 


To those customers of your bank 
who may come to Washington quickly 
on any one of fifty different missions, 
The Riggs National Bank may be able to 
render a really helpful service. 


THE RIGGS NATIONAL BANK 


of WASHINGTON, D. C. 


ROBERT V. FLEMING, President and Chairman of the Board. 
GEORGE 0. VASS, Vice President and Cashier. 


Resources $90,000,000 


: +: Established 1836 





that there exists in St. Louis a pool of 
trust prospects who are convinced on 
the trust idea, and that our advertising 
efforts should properly be directed to 
drawing from this pool our fair share 
of the business. 

Our trust advertising program is 
developed with the purpose of selling 
confidence in the trust idea, and selling 
confidence in St. Louis Union Trust 
Company. The emphasis on one or 
on the other of these dual purposes 
may vary somewhat from one adver- 
tisement to the next, or even from one 
campaign to the next, but always we 
have both in mind. Our copy is laid 


out and written to snare the eye of the 
casual turner of newspaper pages and 
to convince him—once he has read 
this—that he or anyone of means 
would be well advised to appoint a 
corporate trustee. At the bottom of 
the advertisement we run an almost 
standardized block of copy which sets 
forth our institution’s particular advan- 
tages as a trustee, along the lines 
already explained as our ideas of per- 
missible competitive advertising. We 
are, if you please, trying to build two 
general beliefs among all people in 
St. Louis who are better than economic 
illiterates: 1. That trust service is 


In writing to advertisers please mention The Burroughs Clearing House 
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HAMMERMILL PAPER COMPANY, Erie, Pa. 


This coupon will bring you by mail two (2) 
new Hammermill Books of special interest to 
bankers. First, is a 48-page book of check 
styles, showing printed reproductions; the sec- 
ond, a portfolio containing actual lithographed 
checks on Hammermill Safety used by leading 
banks throughout the country. 


Name. 
Position 
(Attach this coupon to your bank letterhead, please) 
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worthwhile and sound; 2. That our 
institution is practically synonymous 
with the best in trust service. 

In the financial sections of the news- 
papers we are at this moment running 
a series of small advertisements of 
merchandising type, to sell the idea of 
setting up trusts before the “‘soak-the- 
rich” taxes go into effect next year. 
But this specific-purpose campaign is 
not part of our long-term objective. 


WE hold to another idea in respect 
to trust advertising, namely that 
because trustee service is not sprightly 
business is no reason why trust adver- 
tising must necessarily be dull or 
stodgy. For example, when the details 
of Will Rogers’ estate were published 
in the newspapers it became apparent 
to us—as it was apparent to every 
experienced trust man—that the dis- 
position as set forth in these reports 
must cost his family more in taxes than 
if his estate had been left in trust. 
So we prepared an advertisement 
which named no names, pointed no 
It was headed: 


| “The Will of America’s Best Beloved 





Citizen.”” The text attempted, in as 
eloquent terms as we are capable of, 
to point out the facts brought up by 
the newspaper reports, and to em- 
phasize that we were not going into 
motives, wisdom, or any other intangi- 
ble aspects; we were merely showing 
that if the estate had been set up along 
the lines indicated by modern trust 


practices, the savings in taxes would 
have been about so many dollars. 

The theory behind such advertising 
is that, if we can tie up an advertise- 
ment with something at the moment 
in the news, we double or treble the 
force of that copy—that people will 
read it who would not otherwise read 
it, that they will remember it who 
otherwise would forget it. This is 
also, of course, the general theory 
behind a series we are currently run- 
ning, wherein an individual executor 
is portrayed groaning over the troubles 
in which he finds himself by reason of 
an executorship which he accepted 
without forebodings. 

This article started by asking a 
question: How competitive should 
trust advertising be? It has, we 
realize, ended without answering this 
question. I hope that the text has 
made clear our reasons for believing 
that under present circumstances there 
does not exist any sound categorical 
answer to the question. The best help 
that we see available to any trust 
institution is rather in the form of an 
informal formula, which we _ have 
sketchily outlined here and which we 
believe is applicable to the general type 
of problem. When the _ individual 
institution comes to solving its own 
trust advertising problem, perhaps it 
can arrive at the locally correct answer 
by filling in the (to us) unknown 
quantities which apply under its local 
conditions. 


There’s No Mystery in Banking 


(From page 4) banking. Mr. Fleming be- 
lieves there is no mystery. When asked 
what he meant by this, he said: 

‘*‘A group of men, stockholders, put 
up their money, which is capital. They 
set up a place of business and accept 
your money, deposits, and agree to 
give it back when you demand it. 

‘Your money and theirs is loaned to 
those who you think could repay. 

“The bank loans not to those who 
have a brilliant idea and nothing more, 
who need capital to start a business, 
because that would be going into 
partnership using depositors’ money 
for speculative purposes. It loans not 
to those who have no demonstrated 
capacity for business management. It 
does not loan on get-rich-quick ideas 
or to those who would be merely 
throwing good money after bad in a 
sinking venture. 

““A bank is as necessary to a com- 
munity as a retailer, or a railroad, or a 
manufacturer. It provides a service — 
to depositor and to customer —a service 
necessary to sustain the great volume 
of business activity carried on in this 
complex business world. 

“Economists tell me that nine out 
of ten of the millions of business 
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transactions carried on daily in the 
United States are done on credit — 
only one on cash. This is an age of 
credit. 

“Credit is simply confidence, one 
man in another, that he will keep his 
word, and, what is important just 
now, that conditions are such that he 
will be able to keep his word. 


“A bank is the highest development 
of this credit and confidence in the 
community. It accepts your money; 
pledges itself to return it on demand. 
It supplies the stream of credit needed 
for the community’s iany business 
activities. It assumes the risk of its 
judgment in deciding to whom and how 
it lends your money. If it makes a 
mistake, its stockholders and directors 
pay —and sometimes double their in- 
vestment. 

**Without banking facilities we would 
return to the days when wampum and 
tobacco were tokens of exchange and 
when, as a result, there was little 
credit and little business. 

““A bank is the repository of that 
part of the nation’s credit and con- 
fidence represented by the community. 
A strong bank indicates a_ healthy 
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business life. Citizens who are long- 
sighted in thinking of their com- 
munity should help to keep their 
bank in a strong position by refusing 
to repeat idle rumors as to its condi- 
tion, by co-operating with it in con- 
serving and developing soundly the 
community’s credit facilities.” 

And then he said what I have 
already repeated —‘‘A bank can pros- 
per only as the business of the city 
prospers; business prospers most as 
the banks of the city prosper—with 
funds ready for any legitimate under- 
taking.” 

I have read many books on banking, 
but I submit that this is as clear an 
exposition of the function of banking 
as can be found in any 400-page book. 

Mr. Fleming approaches the busi- 
ness-statesman type. He has a keen 
appreciation of politics and business, 
and the field in which each must per- 
form. In advising with legislative 
committees and with committees of 
Congress and public officials, he has 
had an abundant opportunity to put 
his philosophy to the test. He has 
never said so to me, but from his 
actions I feel sure that he believes 
most business men make poor politi- 
cians and most politicians make poor 
business men. The reason is that their 
qualifications are entirely different. 
The business man must make quick 
decisions. He seldom has to consult 
anyone but himself—at most, a group 
of stockholders or directors. He 
thinks out his plan of operation, sub- 
mits it, and the thing is put into play 
the next day. Quickness of decision 
is necessary to the success of any 
business. 


BUT the business man soon finds in 
political life, where great groups of 
citizens feel that their interests are in 
conflict, there can be no quick decision. 
There must be wide discussion until 
the plan becomes everybody’s business 
—as it is. And then there must 
almost always be a compromise. This 
compromise would not be tolerated 
in a business venture, because, most 
often, the success of a plan depends 
upon a clean-cut program, whereas a 
compromise would make it ineffective. 
Mr. Fleming realizes that many 
times public officials are obliged to 
temper their real judgment in order to 
keep our complex society on an even 
keel. They may agree with the busi- 
hess man that his proposed legislative 
plan is best, but they know a law 
which is not first legislated in the 
hearts of the people is a law difficult of 
administration —hence the modifica- 
tion and revision and compromise. 

A Washington legislator, and it is 
true in the states in lesser degree, is 
more patient, and must be, than the 
business man. He knows the impor- 
tanee of carrying the people with him 
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K iso te Vd Son 


Mellon Travelers Cheques are recognized and readily accepted 


wherever they are presented in payment for hotel and garage 


bills, railroad and steamship fares, or any other items of expense. 


These cheques will add much to the comfort and convenience cf 


your depositors’ travels. By selling Mellon Travelers Cheques 


you will be performing a service to your customers and devel- 


_oping a profitable business for your bank. Selling banks remit 


for the cheques at face value. 





MELLON NATIONAL BANK 


PITTSBURGH 





in any change in our social or economic 
processes. My observation has been 
that he spends a great deal more time 
discussing proposed legislation with 
many and various individuals and 
groups than any business executive 
would find time to do, even if he were 
so inclined. 

Here is a quality that puts Mr. 
Fleming into the statesman class. He 
is patient. I have heard him explain 
over and over again, and then begin 
at the beginning and start all over, 
some phase of proposed legislation. 
And if he fails to make his point, he 
does not go into the corner and sulk; 


he comes up smiling and starts all 
over again. 

Business representatives have to do 
what our political bodies are often- 
times criticized for, refrain from “‘fight- 
ing to the bitter end.”” Ona matter of 
principle that is the only policy, but in 
the variegated realm of economics, 
where slide-rule science does not pre- 
vail, most of the matters lie without 
the field of principle. 

An incident recently in which Mr. 
Fleming was involved, illustrates the 
point. To put more men to work, the 
Federal Government urged the District 
to spend some $10,000,000 on a public 


In writing to advertisers please mention The Burroughs Clearing House 





24 



































-It's time to check up 


on Checks / 


@ As the year ends, you doubtless 


are giving consideration to the pur- 
chase of a new supply of checks. 

Do your present checks suitably 
reflect the character of your bank? 
Or will you use a higher quality 
of check? 

Would you be interested in 
checks of higher precision and 
better quality, at no greater cost? 

Why not go into this subject 
thoroughly at this time —let us 
survey your needs, study your 
requirements, and give you the 
benefit of our experience in the 
way of constructive suggestions? 

No obligation at all will be en- 
tailed in filling out the coupon. 
It would help you check into 
the check situation intelligently. 
Please address our nearest office. 


DE LUXE 
CHECK 
PRINTERS 








INC. 
CHICAGO NEW YORK ST. PAUL 
KANSAS CITY CLEVELAND 








DE LUXE CHECK PRINTERS, INC. : 


We accept your proposition to study our check re- 
quirements and offer suggestions, without obliga- 
tion. Enclosed find copies of checks we are now 
using, together with quantities usually purchased. 


Name of Bank 





Address 
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project. The citizens of the District, 
who were to pay the bill through 
taxation, objected and almost to a man 
said the project was not worth a 
nickel to the city. Mr. Fleming was 
appointed on a committee to intercede. 
He set forth the views of the com- 
munity and after long and patient 
negotiations, brought the expenditure 
down to a third of its original sum. 
He felt, after the many discussions of 
his committee with the federal officials, 
that there was no possibility of 
convincing them that the money 
should not be expended, since unem- 
ployment relief, an intangible factor, 
entered into the transaction, so he did 


the next best thing and convinced them 
that a much smaller sum would do 
the job. 

I fear that I have given an impres- 
sion that the new president of the 
American Bankers Association is all 
work and no play. If you had been 
in his golf foursome at Burning Tree 
last Sunday, as I was, and had seen 
him, hole by hole, contest the su- 
premacy of John “‘Poison’”’ Pelly, head 
of the Association of American Rail- 
roads, you would have thought he had 
no care in the world except to sink a 
long putt on eighteen for a birdie, and 
victory. This he did, which I can 
attest, as it cost me two dollars. 


The Home Loan Bank System 


(From page 7) years each, are all 
elected by the members, two by the 
smaller institutions, two by the 
medium-sized, and two by the larger, 
and two at large. Salaries are fixed by 
the banks, subject to approval by the 
board. 

When the system was created, 
Congress appropriated $125,000,000 
with which the Secretary of the 
Treasury might buy stock of the twelve 
banks when called on by the board. 
Of this amount, $124,741,000 has been 
pledged, but not all paid in. Provi- 
sion is made for retirement of this stock 
at par as private stock subscriptions 
increase and earnings warrant, so that 
eventually the government may have 
little or no financial interest in the 
home loan banks. Private stock sub- 
scriptions now total $22,566,800. 

The combined assets of the Federal 
Home Loan banks on August 31 were 
$113,754,768, composed largely of loans 
to member institutions. The total 
credit available to members was $262,- 
885,000. 


THE Federal Savings & Loan Sys- 

tem was an after-thought, created to 
foster a sounder type of home lending 
institution than existed in some states, 
and the plan adopted is said to repre- 
sent the combined experience of oper- 
ations of various savings and loan 
plans. Its purpose is to foster federally 
chartered savings and loan associations, 
to improve local facilities for making 
amortized home loans. It is supervised 
directly by the Federal Home Loan 
Bank Board, but the “‘federals” organ- 
ized are privately managed and oper- 
ated. 

On September 30, 1935, there were 
949 federal savings and loan associ- 
ations in operation, with combined 
assets of $418,061,000, of which 577 
were new institutions and 372 were 
converted from state institutions. In 
addition, applications were pending 
from 200 other associations with total 
assets of $292,369,000. 
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The United States Treasury is 
authorized to use $100,000,000 in the 
purchase of shares in federal savings 
and loan associations, and has actually 
used $45,717,000 for this purpose. In 
addition the Home Owners Loan Cor- 
poration has $300,000,000 available 
for this purpose if need be, and for 
purchase of stock in non-federal mem- 
bers of the Home Loan Bank System. 
The government purchases preferred 
shares, but these have no preference 
except in event of liquidation, and all 
shares bear the same rate of dividends. 
There is no limit on the dividend rate, 
but this is expected to average between 
4 and 6 per cent. The government may 
invest in any one association up to 
75 per cent of the total government 
and private investments, but not in 
excess of $100,000. Preferred shares 
are to be retired out of earnings after 
five years. 

The business of a federal building 
and loan association is limited to 
making loans on improved real estate, 
all but 15 per cent of which must be 
within fifty miles of the main office. 
It may loan up to 75 per cent of the 
appraised value of a home and up to 
50 per cent of the value of other im- 
proved property. Loans may not 
exceed $20,000 each and must be 
amortized within five to twenty years. 
The interest rate may not exceed 8 
per cent. 

All federal associations must be- 
come members of the Federal Home 
Loan Bank System and the Federal 
Savings & Loan Insurance Corpora- 
tion, and they must be regularly 
examined by the Home Loan Bank 
Board. 

The policy of the board is not to 
grant a federal charter in a community 
that is already adequately served with 
home financing institutions, and of the 
3,071 counties in the United States 
1,566 were said before this program 
started to have no institutions for local 
thrift and home financing. The board 
will not grant a charter unless the 
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success of the new institution seems 
evident. Requirements for forming a 
federal association vary with the size of 
the community, and range from $25,000 
to $75,000 minimum capitalization of 
which 10 per cent must be paid in. 

The Federal Savings & Loan Insur- 
ance Corporation is the youngest 
member of the quartet of affiliated 
organizations, having been authorized 
by act of June 27, 1934. It is designed 
to be a self-sustaining government 
corporation, with capital stock of 
$100,000,000, all of which has been 
subscribed for by the Home Owners 
Loan Corporation. It operates through 
the facilities of the Federal Home Loan 
Bank System, and it is headed by a 
board of trustees which is composed 
of the members of the Federal Home 
Loan Bank Board. 


HE purpose of the FSLIC is to 

insure the deposits and investments 
of individuals in building and loan 
associations and other home financing 
institutions in much the same way as 
the Federal Deposit Insurance Cor- 
poration insures deposits in commercial 
banks, except that it insures solvency 
rather than liquidity. Its operation 
does not constitute government guaran- 
tee of investments, but mutual insur- 
ance. All federal savings and loan 
associations must belong to the insur- 
ance system, and membership is open 
on application to state-chartered build- 
ing and loan associations, savings and 
loan associations, homestead associ- 
ations, and co-operative banks whether 
or not members of the Home Loan 
Bank System. Only withdrawable 
deposits or repurchaseable investment 
accounts are insured, and the maxi- 
mum insurance on each account is 
$5,000. In the event of failure of an 
insured institution the depositor has 
the option of accepting an account of 
equal amount in another insured insti- 
tution or of taking 10 per cent in cash, 
45 per cent in one-year non-interest- 
bearing debentures and 45 per cent in 
three-year non-interest-bearing deben- 
tures. 

The cost to the insured institution 
is an annual premium of one-eighth of 
1 per cent of the aggregate of all 
accounts plus all creditor obligations 
until the corporation has accumulated 
a reserve fund of 5 per cent of total 
obligations. In case of need, an addi- 
tional assessment of one-eighth of 1 per 
cent may be levied. 

By November 1, more than 1,200 
institutions with assets of one billion 
dollars had applied for insurance, of 
which 1,034 with assets of $600,000,000 
had already been insured. The in- 
sured institutions have approximately 
850,000 investors and the program is 
expected eventually to insure accounts 
of some six million investors. 

It will thus be seen that while the 
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CONTINENTAL ILLINOIS 
NATIONAL BANK AND 
TRUST COMPANY 


OF CHICAGO 
Statement of Condition, November 1, 1935 


RESOURCES 


Cash and Due from Banks . 


United States Government Obligations, 
Direct and Fully Guaranteed: 


$413,599,664.54 
114,246,763.48 527,846,428.02 


$294,945,489.37 





Other Bonds and Securities 
Loans and Discounts 


Banking House 


ing House 
Other Resources 


Deposits: 
General 
Public Funds . 


Stock in Federal Reserve Bank 
Customers’ Liability on Acceptances 
Other Banks’ Liability on Bills Purchased 
Income Accrued but Not Collected 


Real Estate Owned other than Bank- 


47,244,176.83 
183,747,165.33 
2,580,000.00 
1,719,232.77 
13,225.96 
4,824,179.16 
13,850,000.00 


5,125,572.88 
355,048.88 





$1,082,250,519.20 


LIABILITIES 


$840,360,434.79 
- 132,144,021.49 $972,504,456.28 





Acceptances 


Capital Account: 
Preferred Stock 
Common Stock . 
Surplus . ° 
Undivided Profits 


Reserve for Contin- 
gencies 


Other Banks’ Bills Endorsed and Sold 
Reserve for Taxes, Interest and Expenses 
Income Collected but Not Earned 


10,000,000.00 


1,721,698.21 
13,225.96 
6,563,700.01 
402,363.12 


$50,000,000.00 
. 25,000,000.00 
11,000,000.00 
5,045,075.62 


101,045,075.62 




















$1,082,250,519.20 


* To secure public, trust department and bank receivers’ funds 





federal savings and loan associations 
and the insurance corporation are 
technically independent of the home 
loan banks, they virtually are parts 
of the bank system, supplementing its 
main activities. It is not contemplated 
that all members of the bank system 
will eventually take federal charters 
or come under the insurance service, 
but these facilities are available for 
those institutions desiring them. 
Viewed as a whole, the activities of 
the Federal Home Loan Bank Board 
are considered sound and constructive, 


laying the foundation for better 
methods of home financing, both from 
the standpoint of the home owner and 
the investor. Building and loan inter- 
ests sponsored the original home loan 
bank idea, and have been a guiding 
influence in its operation. As a result, 
many of them are turning more and 
more to the use of long-term, low 
interest, self-amortizing mortgages. It 
is significant that life insurance com- 
panies and other financing organiza- 
tions, while not members of the bank 
system, are likewise adopting this type 
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Fort Duquesne 
Built 1754 





Portals of 
HOSPITALITY 


Pittsburgh has played an important part in 
the settlement and growth of these United 
States. Here was the far frontier of the 
original thirteen colonies. Today this great 
hotel, symbol of modern hospitality, towers 
high above tiny Fort Duquesne, which for 
one hundred and eighty years has stood “at 
the forks of the Ohio,” the last portal of 
hospitality for those headed downstream to 
“Ole Kaintuck.” © Experienced travelers 
recognize this fine hotel as the best address 
and the largest hotel in Pennsylvania. Four 
restaurants .. . the famous 
Urban Roof Garden and the 
air-cooled Continental Bar. 
eee 


Rates from $3.50 Single 
$5.00 Double 

























a 
DISTINCTION 


The Willard served as 
the official White House 
when President and Mrs. 
Coolidge lived here for a 
month during his adminis- 
tration With its 
modern facilities, the 
Willard retains all the tra- 
dition exclusively its own. 


Single Rooms with Bath $4 up 
Double Rooms with Bath $6 up 


One 
WILLARD HOTEL 


“Residence of Presidents’ 


WASHINGTON, D. C. 
H.P.Somerville, Managing Director 
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of instrument, although in some sec- 
tions, particularly New England, the 
short-term, renewable mortgage is 
still in high favor. 

The system has only a slight con- 
nection with another much publicized 
government agency in the home mort- 
gage field, the Federal Housing Ad- 
ministration. The FHA has devoted 
itself to popularizing long-term, self- 
amortizing home mortgages among 
commercial banks, insurance com- 
panies and mortgage companies. 


That the two agencies may eventu- 
ally be brought under the same 
management is indicated by recent 
legislation. An amendment to existing 
law enables the home loan banks to 
make loans to institutions, either 
member or non-member, that have 
been approved as mortgagees by the 
Federal Housing Administration on 
mortgages insured by the FHA. Such 
loans may be up to 90 per cent of the 
unpaid principal of the mortgage 
offered for security. 


The New FDIC Regulations 


(From page 13) each day of the period 
and this balance, averaged for the 
assessment period, we add to our 
general book totals of deposits to 
increase our assessment base of de- 
posit totals. 

The basis of our procedure is: We 
stand on our general books. We have 


| made a few minor changes in our 


classifications to make these conform 
more closely to the FDIC classifica- 
And we have made one major 
change in our procedure without, 
however, increasing the expense of 
keeping our records. This change is 
that we have shifted over our cor- 
respondent ledger accounts to the 
established Federal Reserve practice. 
Formerly we charged our Due from 


| Banks Account on the day when we 


' sent out the cash letter. 





Now we 
charge the cash letter total into a 
special Exchange in Transit Account, 
which is deductible under the regula- 
tions. Then we charge the amount 
out of Exchange in Transit, and into 
Due from Banks, on the availability 
day as shown by the Federal Reserve 
time schedule. Had we continued by 
the old method, we should have to 
keep supporting schedules in our 
transit department, and this would be 
expensive. Hitherto Exchange in Tran- 
sit in our books consisted of only those 
items sent to correspondents with 
whom we did not have accounts. Our 
present method complies with the 
regulations, permits us deductions up 
to the official availability schedules, 
and gives us control—all without 
additional expense. 

The FDIC report form sets up six 
columns for deductions: 
Local exchanges. 
Outside exchanges. 
Re-deposited trust funds. 
Inter-branch accounts. 
Other deductions. 
Total deductions claimed. 
le use only columns B, C, and G. 
D does not affect us because we do not 
re-deposit trust funds, E because we 
have no branches, F we disregard. 
In short, we do not claim deductions 
on a lot of the minor stuff because it is 


ZOmmoow 
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not worth the trouble of keeping 
track of. 

Our books are so set up that many 
of the major deductions which might 
be claimed are already deducted on 
our ledgers. Since they have not, 
therefore, been included in our total 
deposit liabilities, they are not claim- 
able as deductions. As for substan- 
tiating them, they stand plainly on our 
general books where representatives of 
the Corporation may readily trace the 
various items included therein —to 
follow the precise requirements of the 
regulations and instructions. 


T° repeat, we stand on our general 

books. Unless we can stand on them, 
they certainly require a complete re- 
vamping, a suggestion which has as 
yet not been made by any examining 
authority, either official or Clearing 
House. It is our belief that any bank 
which keeps a properly organized set 
of books should be able to stand upon 
the record as substantiation of its 
FDIC report. And it seems altogether 
unlikely that the FDIC, staffed as it is 
with a great many competent bankers, 
will make any objection to such 
procedure on the part of any bank 
with books which are not open to 
extensive criticism by state or national 
examiners. 

In brief, we feel confident that the 
entire proceeding of the FDIC will be 
so sane and rational that any bank 
with adequate records and with no 
disposition to make undue deductions 
will encounter no difficulties by follow- 
ing the general lines which we have 
laid down for ourselves. We are so 
advising all of our correspondents. 
And while we have had any number o! 
inquiries, both in person and by mail, 
as to supplying them data for claiming 
deductions for outstanding drafts on 
us, and the like, we have yet to find 
one who did not agree, after a discus- 
sion such as that outlined above with 
our downstate banker, that it would 
be nonsensical both from his stand- 
point and from ours to have such 
detailed records made and maintained. 
If, of course, our list of country banks 
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discloses some small institution where 
the cashier does all the work himself 
and is willing to put in overtime every 
day for the sake of saving his stock- 
holders a dollar a year, we shall be 
glad to make an exception to our 
general rule, and supply him with the 
details he needs. Maybe I’ll stay 
down Saturday afternoons and do it 
myself, just to match his unselfish 
spirit! 

Before setting up a troublesome and 
perhaps expensive routine for keeping 
track of all possible deductions, there- 
fore, I recommend that you remind 
yourself that the FDIC does not re- 
quire you to make all possible deduc- 
lions, it merely details exactly which 
deductions are allowable. And after 
you have this firmly in mind, compute 
what it will cost you to get up these 
ligures in proportion to what you may 
conceivably save. 

I’m betting that, once you pause 
long enough for these two simple steps, 
you will adopt an outlook rather close 
to our own. Just to give you an idea 
of how much work it makes in our 
bank, in addition to the computation 
of outstanding drafts on correspondent 
banks, we have added just one extra 
operation by reason of the FDIC re- 
port. This is that each day our 
assistant auditor takes his fountain 
pen and enters on the official report 
form four figures: Total deposit 
liabilities; local exchanges; outside 
exchanges; total deductions claimed; 
deposits for assessment base. Then 
he puts on his hat and goes home. 


Financing Retail 
Store Accounts 


(From page 18) plan, the customer is not 
required to secure co-signers on the 
loan, neither does the bank require 
the grocer to sign on the note. 
“Guaranty of Advances: In all cases 
where a cash advance is made to the 
grocer, he will be required to sign a 
guaranty form for the amount of the 
cash advance received. The grocer 
assumes no liability for more than he 
actually receives in the form of the 


however, the bank will remit the 
excess to the grocer every three months. 
“Accounts Participated in by Two | Over 65% of all Banks 
or More Grocers: If a customer has | in the United States 
outstanding accounts with two or 


more grocers, and he desires to liqui- a 0 W U Ss E 
date these accounts by means of one 


of the above arrangements, the bank | 4 OYC c 
will handle the accounts under one 


loan, and will make proportionate 


advances or remittances to the grocers FLEXIBLE SPRING POST BINDERS 


interested in that loan. In such cases, 








when a cash advance is made, the Let your own office boy bind your impor- 
i oi ty f. tant, valuable records . . . without taking 
grocer will sign a guaranty lorm cover- them out of the bank! QUICKER... 
ing only the amount of the cash CONVENIENT .. . CONFIDENTIAL . . . 

advance which he receives. and SAVES 50% usual Binder Cost! 
‘Minimum Loan Granted: No loan Joyce Double Duty Self Binders are made 
on an outstanding account amounting Q* = ped regen ert nid congas “ Ha 
e requiremen oe e 

to less than $50 can be handled under ee - 


extra service of a PERMANENTLY BOUND 


these plans. RECORD, when capacity is reached. The 





*“Reports to Grocers: The bank will most permanent current and transfer 
make a written report every three |  Dinder ever produced . . . Can be per- 
: : | manently bound in a few minutes. 
months to each grocer co-operating in | 


r . . | TRIAL OFFER: Send us sample sheet 
the plan. lhese reports will detail the showing size of holes and punchings and 
following information regarding all wall sang way tebe Uindien tie & ate 
accounts being handled for that grocer: in your Bank. Or write today for illus- 
name of customer, total amount of 


trated folder ‘‘Cutting Binder Costs 50%’’. 
account, amount advanced to grocer, Address Dept. B 
total amount paid to date by customer, 
date of last payment, total amount of 
remittances made to grocer to date. 
A report of past due payments on 
accounts in which he is interested will 
also be made to each grocer. : el : 
“Folders, descriptive of plan, fur- The Edward J. Joyce Filing Co. 
nished to grocers: Each grocer co- a 
operating in the plan will receive a 
supply of folders descriptive of the 
plan—written from the customer’s 
viewpoint. These folders may be 


given to the customer personally, or It’s more than an alarm 
may be mailed with the monthly 


statements to outstanding accounts. —it is usually real protection 
The grocer will also be furnished with because bank bandits are too wise 


a supply of introduction cards to be to take a chance where PADUA 
used when sending a customer to the Held. Un Bent 
bank for a loan under this plan.” ut 2dyheeaPeah = 

The above description was further Units are in use. 
amplified by including examples of Write for informa- 
the operation of the various phases of Lift of foot sets off thealarm tion. 


the plan. These are reproduced else- PADUA Hold-Up Alarm Corporation 


where in this ar ticle. 151 Seneca Street Cohoes, N. Y. 
The folder supplied to the grocer for 





and it Always opens flat 


56 W. WASHINGTON STREET CHICAGO 





























cash advance. The reserve fund of | 


90 per cent or 75 per cent held by the 
bank will be applied toward any 
deficiency in payment on any loan 
before the grocer is called upon to 
refund any part of a cash advance 
received. 

“Reserve or Guaranty Fund Held: 
In arrangement A, 50 per cent; and in 
arrangement B, 75 per cent of the face 
amount of the total loans granted on 
accounts submitted by any one grocer 
will be held by the bank as a guaranty 
or reserve fund to cover the unpaid 
balances of all his outstanding loans. 
When the reserve fund exceeds the 
total unpaid balance due on the loans, 
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distribution to customers is illustrated 
on page 16. 

When the customer calls at the 
grocer’s store in response to the folder, 
he is given a card of introduction to 
the bank, and the grocer notes the 
amount of the account on this card. 

When the customer brings this card 
to the bank, we go through the usual 
procedure of investigating his credit 
standing through the local Retail 
Credit Men’s Association, and verify 
the statements made on his application 
for the loan. After the loan has been 
approved, we send a card notice to 
the grocer, informing him that the 
loan has been granted. 

A separate pass book and ledger 
card is prepared for each customer. 
In addition to these forms, the bank 
also makes out a card record for each 
grocer to facilitate the quarterly re- 
ports, and to aid in determining when 
the grocer is entitled to a cash ad- 
vance. The card used is reproduced 
elsewhere in this article. 

In introducing this plan to the 
grocers, we have found that it saves 
time to first approach the secretary of 
one of the large groups or chains of 
stores. After selling him on the idea, 
he can materially aid in putting the 
plan before the grocers in his group. 


T the same time that we introduced 

the plan among the grocers, we felt 
that it would be admirable for both 
doctors and dentists. However, after 
a great deal of missionary work along 
this field, we found that few doctors 
or dentists appreciate the possibilities 
of such an arrangement, and many who 
would like to try it out lack the courage 
to put the plan up to their patients. In 
only a few instances did we get satis- 
factory results from this group. 

In addition to the grocers, however, 
we have also, upon request, included 
morticians, a medical clinic, lumber 
yards, and a few others. 

Among these merchants the plan is 
working nicely. In most cases, we 
have found that it is not altogether 
necessary to depend wholly upon the 
merchant to send in his customers —in 
many cases the customer himself, being 
familiar with our department store 
plan, comes to us and requests that we 
make arrangements with other mer- 
chants to handle his accounts in this 
manner. In such instances, if the 
merchant is already co-operating in 
the plan, it is only necessary to phone 
him and obtain his consent and the 
exact amount of the account. If he 
is not familiar with the plan, we en- 
deavor to have him come in to the 
bank and talk it over. 

On the whole, we feel that we have 
not only made a profitable extension 
of personal loan facilities, but that we 
are being of real service to both the 
small retailer and to the customer. 
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Show Windows 
from Broadway 


(From page 15) is invited to step in for 
a copy. 

During the football season, appropri- 
ate displays compare the satisfaction 
of attaining the goal in the game with 
the satisfaction and comfort of reach- 
ing one’s financial goal; likewise, dur- 
ing World Series baseball games, copy 
is illustrated by photographs of con- 
testing teams, baseball paraphernalia, 
and comparisons similar to those 
employed in the football feature. 

That our displays are closely watched 
is evidenced by this little incident: 
A few years ago, when the World 
Series took place in this city, we 
exhibited a display entitled “Baseball 
Philosophy.” A miniature baseball 
diamond was drawn on an inclined 
platform, and cut-out forms of players 
—representing no team in particular — 
were appliqued on this diamond. Our 
artist’s drawing of one of the players 
resembled the famous Blondy Ryan 
of the New York Giants, and in 
setting the figure on the inclined board, 
it was accidentally reversed, trans- 
forming a right-handed player into a 
southpaw. More than one over- 
observant passerby took it for granted 
that the figure was that of the popular 
shortstop, and dropped in to the office 
to call attention to this alleged error. 

We are making the most of this 
harvest time season (October) by 
copy, tying in the planting of seeds to 
reap a food harvest, with planting of 
dollars to reap dollars for the hazards 
of the unknown future. 

Not too frequently, but occasionally 
where the signs are in good condition 
and warranting their re-use, they 
are repeated. 


Recent Court De- 
cisions 


(From page 20) effort, it appeared, to mail 
a notice direct to one of the endorsers 
on the note. Passing on this situation 
in the course of a suit on the note, 
the court said: 

_ “The name of the endorser appeared 
in the city directory and in the city 
telephone directory; the notary did 
not inspect either one of these direc- 
tories, nor did he make any other sort 
of inquiry concerning the endorser’s 
address. All he did was to send the 
notices in care of the forwarding bank. 
Under this posture of the proofs it is 
clear that the notary had not exercised 
due diligence, that he was negligent 
and that his negligence bound the 
bank for which he was acting.” 
(Simon vs. Peoples Bank and Trust 
Co., 180 Atlantic Reporter, 682.) 
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It happened in Milwaukee 


An old fashioned two day blizzard made Milwaukee 
streets well nigh impassable. Snow-bound citizens 
reached for their telephones. The volume of local calls 
rose 25% above normal—Long Distance traffic jumped 
66%. 
more than a fair weather friend. It stands ready to 
help you always. 





Once more the telephone proved itself much 
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Save Operator’s Time 


With This Modern and Practical 
Machine Bookkeeping Equipment 


Illustration shows our popular Com- 
bination Outfit, consisting of the Model E 
Adjusto Tray-Binder, Cabinet Base and 
File, combining the active ledger accounts, 
transferred accounts and surplus sheets 
in one convenient, portable unit. Fur- 
nished either with or without hood. 


—Non-skid base prevents sheets 
creeping together. 

—Open sides allow clear vision to 
bottom of the page. 

—Provides for offset to either side 
or both sides. 

—Accounts easily referred to while 
sheets locked securely. 


The most practical and convenient 


outfit for use with any sitting position 
posting machine. 


LEFEBURE CORPORATION, Manufacturers, CEDAR RAPIDS, IOWA 





WRITE TODAY FOR 
COMPLETE DETAILS— 
ASK FOR FOLDER No. 552 




















Paper dated today matures 
$0 days Mch. 6 
60 “ ie. 5 
9 “ ay 5 
120 “ June 4 














Size of Calendar 
13 x 19 inches 
Twelve Sheets 


HALF ACTUAL SIZE_} 


STYRON MATURITY CALENDAR 


Gives Maturity Dates Every Day 
Saves Time . . . Prevents Errors 


COMPLETE CALENDAR FOR 1936 $1 ;00. 
Mail eC heck TOD A Y—Your Money Refunded 


if not Satisfied 


O. M. STYRON & CO. wastingten's. c. 
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Other 
BURROUGHS 


Calculators 


Ka 





ELECTRIC DUPLEX 


Furnishes individual totals and 
accumulates a grand total in one 
handling of the figures. No re- 
capping—no extra work necessary. 





13 COLUMN ELECTRIC 


14 column totaling capacity with 
all of the features of the 9 column 
model illustrated on opposite page. 





5 COLUMN 


Has 6 column totaling capacity. 
Hand operation only. Especially 
useful in handling small amounts. 


THE BURROUGHS CLEARING HOUSE—December, 1935 


SPEED aud \: 





Dece 


BANK |! 


Banks save time, reduce mental fatigue and 
assure accuracy on today’s increased volume 
of calculating by using Burroughs Electric Cal- 
culator. They find this machine extremely 
valuable on 


Figuring and checking savings interest 
Figuring float 


Determining average collected balances 
Analyzing accounts 
Figuring service charges 


Figuring and checking interest on notes, 
bonds and mortgages 


Burroughs Electric Calculator is fast and easy 
to operate. A light touch actuates the motor 
and the motor instantly completes the oper- 
ation. Investigate this machine to see how it 
speeds and simplifies figuring. Call the nearest 
Burroughs office for a complete demonstration. 


BURROUGHS ADDING MACHINE COMPANY 
DETROIT, MICHIGAN 


Offices in All Principal Cities of the World 
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BURROUGHS 


lectric Calculator 


Light, uniform key touch 








‘9’ key depressed as easily as the ‘1’ 


NOTE 
THESE Each key always registers its full value 
FEATURES : Easily operated; motor does the work 


SOOM ME 


Clearing bar instantly clears the dials Ask for a demonstration 
Dials are large and figures legible on figuring service 
Easily carried to any desk charges 
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ANSWERING CRITICS 


Canadian bankers are beginning to 
talk back to critics. Speaking before 
the advertising club of Montreal, 
J. Muir, General Inspector of the 
Royal Bank of Canada, delivered a 
timely address which contained an 
effective reply to criticisms of bank 
policy which have been prevalent. 

In defending the silence of bankers, 
he said: ‘“‘We bankers are not taught 
to talk. We are always on guard lest 
we betray our trust.” 

In discussing the ownership of the 
banks of Canada: “The 1,445,000 
shares of the banks are owned by 
nearly 50,000 different parties.” 

In replying to complaints of a restric- 
tive policy of the banks on farm loans: 
“Only one person came before the 
House Banking and Commerce Com- 
mittee to substantiate the charge that 
the banks were refusing credit to 
worthy borrowers and it was estab- 
lished from his own lips that he had 
understated to the Royal Commission 
and Banking and Commerce Commit- 
tee the extent of the credit which had 
been granted to him.” 

In discussing the responsibilities of 
the banks as custodians of the people’s 
money: “You may be interested to 
learn that the banks operate nearly 
5,000,000 deposit accounts in Canada.” 


SILVER DOLLARS 

Canada’s silver dollar which made 
its first appearance in the spring is 
seldom seen in circulation and several 
mintings of the coin have disappeared 
in public and private collections. An 
incident which is revealing in that it 
shows how rare they have become in 
some sections of the country, occurred 
in an Ontario town. Two silver dollars 
were among the articles stolen in a 
burglary. Police notified nearby store- 
keepers to be on the lookout for them 
and later were able to make an arrest 
when two Canadian “‘cartwheels” were 
passed in a town several miles distant. 


TRUST AND LOAN 


The growth of the trust and loan 
business in Canada in recent years 
has been a striking feature in the 
development of the Dominion. It is 
not generally realized by the average 
Canadian that the banks pre-date the 
trust companies by about twenty-eight 
years, the first bank being established 
in Canada in 1817 while the first 
company doing a trust and loan busi- 
ness was incorporated in 1844. In the 


by G. A. G. 





matter of volume of business as meas- 
ured by dollars and cents, it would 
appear that the trust and loan com- 
panies are catching up with the banks. 
Taking the official figures of 1933 for 
comparative purposes, total assets of 
Dominion and Provincial Loan and 
Trust companies in Canada are shown 
at $2,553,694,019. In the same year 
the chartered banks reported total 
assets of $2,831,393,641. Preliminary 
figures for more recent years indicate 
that the lead of the banks in the 
matter of total assets will be reduced. 


ONTARIO SAVINGS 


Reflecting both the plethora of funds 
available for investment and an aggres- 
sive campaign for deposits, the Prov- 
ince of Ontario savings offices report 
an increase of approximately $8,000,- 
000 in deposits. Total deposits were 
in the neighborhood of $29,000,000 in 
the latter part of October. 


TRAVELERS’ CHECKS 


“Saskatchewan Man Loses Valise 
Containing $125.” Just a newspaper 
heading over a hard-luck story about a 
motorist who insisted in carrying cash 
when traveling but incidentally very 
convincing publicity for the sale of 
bank drafts, transfers and travelers’ 
checks. 


MONEY FALLACY 


Bankers generally should be in- 
debted to Sir Thomas White, Vice- 
president of the Canadian Bank of 
Commerce, for dealing effectively with 
a fallacy heard from many a public 
platform. The statement that bankers 
create money out of nothing is one of 
those assertions which receive attention 
because of the standing of some of the 
speakers and lecturers who subscribe 
to it. As Sir Thomas points out in a 
letter to the press, the exponents of 
this theory reach the conclusion by the 
partial truth embodied in the fact that 
banks create deposits by making loans. 

The distinguished Canadian financier 
traces the technical operation involved 
in the extension of credit and stresses 
that credits instead of being manu- 
factured out of blue sky or by book- 
keeping entries rest upon the financial 
worth of capital and business capability 
of borrowers whose aggregate loans, 
so secured, are shown on the asset side 
of balance sheets. It is also pointed 








out that though credits are created in 
favor of customers banks must like- 
wise be prepared to meet demands of 
depositors. Checks drawn and de- 
posited with other banks against these 
credits are met by payment through 
daily clearings not in their own notes 
but in legal tender. 


A TRUST LETTER 


One of the most effective letters 
coming to the attention of this column 
recently was written to prospects for 
wills by one of Canada’s progressive 
trust companies. The sender was the 
Canada Trust Company of London, 
Ontario, and the letter contained that 
elusive appeal that every writer of 
sales letters tries for and that, in this 
case, can be described as “‘news value.” 
Under the heading of “Savings De- 
posits Forgotten by Individual Execu- 
tors,” the letter explained that a 
financial paper had recently carried 
a long list of savings deposits reported 
to the government as unclaimed and 
that included in the list was a number 
of accounts standing in the names of 
individual executors. 

After getting the reader’s attention, 
the letter closed with the following 
effective appeal: ‘Will your estate be 
administered by individual executors 
who in the course of time may become 
unknown to the financial institution 
in which trust funds are deposited, or 
will it be administered by a trust 
company with its continuous records 
and properly organized audit systems?” 


CLEARING HOUSE ROUND 


Three seasonal offices were closed 
by the Canadian chartered banks in 
the month of September, located at 
resort points ... The Bank of Montreal 
establishes a branch in the mining 
town of Premier, B. C. . . The 
Dominion Federal farm loan board 
made 2,149 loans from June 1 to 
September 15. . . British Columbia is 
going into the gold-buying business to 
assist prospectors and others washing 
gold. Only small quantities will be 
purchased . . . Using the names ol 
well-known churches and parishes, a 
swindler in Ontario forges the names 
of clergymen and tries the checks on 
storekeepers . . . What is claimed to 
be the first “‘social credit’ certificate 
issued in Canada has been put out by 
an Ontario merchant. The scrip of 
$1 is reported to have changed hands 
thirteen times in a currency exper! 
ment at Rockwood, Ontario. 


PRODUCED IN THE BURROUGHS PRINT SHOP 
AT DETROIT, MICH., U.S.A. 4070-12-35 
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—from a letter written by 
a State Commissioner 
of Banking. 
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SHORT-CUT KEYBOARD 








ENTIRE AMOUNTS 
IN ONE MOTION 


Since two or more keys can be de- 
pressed at one time on Burroughs 
short-cut keyboard, entire amounts 
can often be written and added 
or subtracted in one motion. 








NO CIPHERS 
TO WRITE 











SPEED... with less effort 


Figuring on the short-cut keyboard requires so few motions. This 
means increased speed and fewer chances for error. Result: 
fast, accurate work and less effort. Ask for interesting new 
booklet fully describing and illustrating the many time and 
labor saving advantages of the short-cut keyboard. For your 
free copy, telephone the local Burroughs office or write direct. 


BURROUGHS ADDING MACHINE COMPANY, DETROIT, MICH. 








Burroughs prints ciphers automati- 
cally. There is no danger of writing [ey 
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feature of the short-cut keyboard. 

















